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MANAGEMENT AND THE GROUP AGE 


W. A. EGERTON 


General Attorney and Director of Industrial Relations 


American Enka Corporation 


Tose WHO RECORD such data tell us 
that the Earth entered the sign of 
Aquarius in the year 1936—and that the 
Aquarian age will see an increasing em- 
phasis on group activity during the next 
2,000 years. 

Whether or not we give credence to 
such statements, there is no denying that 
the past 30 or 40 years have seen a tre- 
mendous upswing in the gregarious urge 
within man. Witness the present divi- 
sion of most of the Earth’s peoples into 
two ideological groups—the one com- 
munistic and the other anti-communistic. 
And we have only to look about us at 
the myriad groups of the luncheon-club 
variety, at the secret orders, the brother- 
hoods, and the societies and unions—all 
products of the group era—to recognize 
that, whatever the cause, something is 
happening that gives impetus to such 
groupings. 

All fields have felt the impact of this 
movement. Staid and established business 
men make frequent pilgrimages for the 
purpose of taking part in the “newest” 
and most effective devices for the ex- 
of knowledge—the discussion 
group, the seminar, the conference. The 
America of the jazz age has matured, and 
no longer is there a stigma attached to 
the “joiner” caricatured by Sinclair 
Lewis, for today’s business man must be 
a joiner if he is to be progressive and in 
tune with the times. 

Much has happened to implement the 
transition to the group age. Undoubtedly, 


change 


mass production in all its phases has been 
a prime contributor. Today most men are 
specialists. We no longer have the crafts- 
man of old who, with justifiable pride, 
fashioned a product from its beginning 
to its finished state. Instead we have 
the worker who is concerned only with 
a small, though important, segment of a 
production process, and it is axiomatic 
that he finds it difficult to identify his 
efforts and himself with the finished prod- 
uct. Thus he turns to an articulate 
group for self-identification. And it is 
this group articulation—this means for 
identity, for a “voice’—that gives labor 
organizations their greatest appeal. 

If these signs and portents are to have 
utility, modern management should recog- 
nize and make a more intelligent use of 
this increasing urge to belong to a 
group. 

Group consciousness applies to all levels 
of employees, but at only one level—that 
of the first-line supervisor—has it been 
almost completely denied an outlet. This 
forgotten man in industry has been 
praised, blamed, glorified, glamorized, 
condemned, and documented by so many 
writers that we should thoroughly under- 
stand him and his problems. Unfortu- 
nately, this is not so. 

Some progress is indicated by the ap- 
parent acceptance of the fact that the 
immediate supervisor has a leading role 
in the drama but for some reason is not 
playing his part well. Perhaps a more 
minute examination of the basic cause of 
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the breakdown in this segment of man- 
agement will at least point the way to a 
greater knowledge in other areas. 

Historically, most first-line supervisors 
come out of the hourly paid ranks. They 
suddenly are thrust into the no man’s 
land of industry; they are neither fish 
nor fowl. Management knows this, has 
known it for years, and so waves a magic 
wand over the newly created supervisor 
and, with the abracadabra of business, 
says to him, “You are now a part of man- 
agement.” 

Good! 

But it doesn’t go far enough. The 
genius of American management is un- 
questioned, but the performance of a 
miracle of this magnitude—merely by a 
solemn pronouncement that “you are a 
part of management’—is beyond the 
capacity even of that genius. The super- 
visor, befuddled and confused, finds sud- 
denly that he no longer is accepted as 2 


member of the hourly paid group in 
which he has spent his time heretofore 
and with which he continues to spend the 


same amount of time. Something strange 
has happened to him; one day he belongs, 
the next he doesn’t—and he can't under- 
stand why. And, for that matter, neither 
can the group which so recently has ex- 
pelled him. 

Most progressive managements have 
little books with various titles which 
mean “management policy.” These policy 
statements set forth—some in great detail, 
some in no detail at all—just what the 
management thinks in any given situa- 
tion. Unfortunately, the supervisor him- 
self usually has had little or nothing to 
do with the formulation of these policies. 
When it is necessary to change or aug- 
ment them, written instructions descend 
upon him from some hallowed place 
above. If he should question their wis- 
dom, he is told that “this is management 
policy”—and so goes the supervisor's last 
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vestige of any hope he may have had that 
he really was a part of management. 

So this man, who management agrees 
is the most important cog of all, winds 
up with no place to hang his hat and 
becomes in truth “the man without a 
country.” Desperately wanting to be- 
long to a group but blocked on all sides, 
he finds that two paths are open to him 
—he can lose himself in activities outside 
the company or he can become completely 
frustrated. Sadly enough, the employer 
loses, whichever course is pursued. 

Some managements have come to 
realize the disastrous results of their own 
neglect and, with the same care that is 
given to the development of programs for 
the indoctrination of new employees, have 
developed special programs for indoctri- 
nating employees who are promoted from 
the hourly paid to the supervisory level. 
Where this procedure is followed before 
a promoted employee actually begins to 
function as a part of management, much 
of the feeling of “aloneness” can tem- 
porarily be avoided. That it will be only 
temporary, however, is evidenced by the 
increasing number of requests for advice 
which all types of management associa- 
tions and consultants are receiving. 

A very wise man once said, “It is one 
thing to have a problem—it is an entirely 
different thing to be a problem.” 

Can it be that the change from indi- 
vidual to group consciousness is taking 
place so suddenly that management no 
longer just has problems but actually has 
itself become a problem? 

Does this apply to company presidents 
and vice presidents, too? Perhaps we 
should venture a look behind that cur- 
tain also. 

As of now, one fact is glaringly evi- 
dent: industry is “people’’-conscious— 
their behavior is of paramount interest to 
management. Unfortunately, however, we 
are seeing a new phenomenon in the 
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psychological field. Ordinarily, when a 
behavior trend becomes sufhciently estab- 
lished, it indicates the formation of a 
general pattern; but today, for no ap’ 
parent reason at all, something different 
has taken place. People are not acting 
according to the rules, and the reasons are 
not among the answers that can be found 
at the “back of the book.” The true 
answer lies in this simple but inescapable 
fact: 

The day of the rugged individualist 
has ended. 

This does not mean that there are no 
more rugged individualists within the 
various levels of management, nor does 
jt mean that many of the truly fine quali- 
ties which they possess are no longer 
sorely needed. What it means is that 
people who only yesterday were abso- 
lutely essential in any successful business 
no longer fit properly into the modern 
industrial picture. These individualists 
themselves do not understand this or 
realize why they have suddenly become 
$0 unpopular. So, within every man 
agement group, we find members of the 


management team who are no _ longer 
accepted as leaders but continue to try 


such and who, conse- 
quently, exercise a highly disruptive in- 
fluence and will continue to do so unless 
and until their energies and skills can be 
confined properly re-shaped and 


to function as 


and 
channeled. 
The fact that the rugged individual- 
ist has gone out of style does not mean 
that leaders are no longer needed. Quite 
the contrary is so, as evidenced by the 
extreme interest which business generally 
is showing in the area of executive de- 
velopment. And, just because it seems 
to have been overlooked momentarily, 
let's not forget that the quality of “drive” 
which characterized the rugged individual- 
ist definitely has not gone out of style. 
For “drive” translated into simplest form 
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means “an urge to work,” and that will 
never be outdated. 

But we still are missing the one vital 
point in the whole structure if we do not 
recognize that the cause for the rather 
sudden outmoding of the rugged indi- 
vidualist comes from the fact that he 
always led from a position at the apex 
of the organizational triangle, could 
never see anyone except those ahead, and 
result became decreasingly con- 
scious of the presence of those who were 
behind him. 

A far higher degree of skill is needed 
for group leadership today than was 
ever required during the age of indi- 
vidualism, for then no one dared ques- 
tion either the ability or authority of the 
designated leader. Whereas, under to- 
day’s grouping, not only must the leader 
possess all those qualities of leadership 
which have always been essential in any 
age, but he must add to them the much 
more difficult task of so demonstrating 
these qualities that the group recognizes 
his possession of them, in order that he 
may lead from within the periphery of 
the group circle rather than from the 
apex of the triangle. 

When management realizes that every 
single employee has a compulsive urge to 
belong to a group, management will de- 
vote the time and money necessary to 
organize and make such groups available 
to all levels of its employees with the 
honest purpose that these groups shall be 
functioning, articulate organisms within 
the greater group, consciously designed to 
afford the necessary experience in group 
relationship which is the essential for the 
development of the group leader of today. 

Such a management will surprise even 
itself with the quality of its leadership, 
as well as the quantity of its employees’ 
efforts where they are given genuine op- 
portunity to know the goals by partici- 
pating in their establishment. 


as a 
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The Little More 


ALL DocToRS have a certain fundamental knowledge of anatomy, drugs, and the 
symptoms of common diseases. The thing that distinguishes the top-grade physician 
from the run-of-the-mill one is that the former has something more than this 
fundamental knowledge. The same is true of a lawyer, a preacher, of an educator, 
a business executive. 

Mayor LaGuardia used to say that the most irritating remark anybody could 
make of him was to say that he was an honest mayor. “Of course I am honest,” he 
said. “That ought to be taken for granted. It is what I am beyond that which 
proves whether I am a good mayor or not.” 

A recent book on salesmanship quotes a great business executive as saying that 
the success of his firm’s selling program lay in the discovery “that most of the 
differences between average people and top people could be explained in three 
words. The top people did what was expected of them—and then some! They 
met their obligations and responsibilities fairly and squarely—and then some! They 
could be counted on in an emergency—and then some!” 

This was summed up years ago by Robert Browning, who said: 

The little more and how much it is! 
—Lovis W. Rosey (Vice President, Morts & Lundy, Inc.) in 
The Clarkson Letter (Clarkson College of Technology) 7/52 








— The Bureaucrat’s Prayer — 


Oh Thou, who seest all things below, 
Grant that Thy servants may go slow; 
That we may study to comply 


With regulations till we die. 


Teach us, O Lord, to reverence 
Committees more than common sense; 
Impress our minds to make no plan 


And pass the buck whene’er we can. 


And when the Tempter seems to give 
Us feelings of initiative, 
Or when, alone, we go too far, 


Recall us with a circular. 


’Mid fire and tumult, war and storms, 
Sustain us, Blessed Lord, with forms; 
Thus may Thy servants ever be 


A flock of perfect sheep for Thee. 


—ANON. 
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FREE ENTERPRISE IS NOT A HUNTING LICENSE! 


Teese ARE VERY sobering days for the 
American business man. The world as 
we have known it is falling to pieces 
around us. The relentless and paralyzing 
creep of socialism day by day draws nearer 
to the things in which we most deeply 
believe. 

I have searched my mind for the reason 
why the American business man today is 
not making headway against this trend 
with the same vigor, the same determina- 
tion, that he ought to have, and I am 
afraid I am led rather sorrowfully to this 
conclusion: that in his own natural circle 
of influence the American business man 
today is not looked to as the leader. 

It was not always thus. A hundred 
years ago, when our prairies were being 
broken into civilization, the business man 
was the leader. That was still true fifty 
years ago in my boyhood, and I think of 


a figure in the village I lived in who 
typified the things I am talking about. In 
my little town of less than 800 people, my 
father kept the general store. We had 
just one industrialist in that town, and he 
was the blacksmith. 

He was the best blacksmith in all those 


parts. In addition, he was the superin- 
tendent of our Sunday School; he was the 
one under whom I learned the Sermon on 
the Mount and was taught to sing the 
beloved old hymns. He was also president 
of our school board, and when I was 
graduated from high school, he handed me 
my diploma. Gradually, his fame spread 
from our village to the surrounding vil- 
lages, and eventually we sent him to the 
legislature as the representative of all the 
people. 

Who among us is superintendent of a 
Sunday School or is having a part in some 
other character-forming agency? What, 
as business men, are we doing to form 
sturdy characters in the young men and 
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women who will bear our responsibilities 
in another twenty years? And who among 
us takes the active part in the day-to-day 
political life of our nation that he should? 

I have the feeling that as business men 
we worship production too much. The 
people in your community, frankly, aren't 
terribly excited just because you have in- 
creased your production 50 per cent since 
1945. That leaves them just a little cold. 
They would like to know what is going 
to happen to the pavement in front of 
their house; they would like to know how 
long you are going to stand by and see 
gambling places open to their high school 
seniors. They want to know how long 
the hospital in your town is going to be 
unable to take in the desperately ill, and 
so on through the whole gamut of com- 
munity and civic services which are your 
job as well as theirs. 

Now, when people lose the respect of 
those about them, several things ordinarily 
account for it. One of these is always the 
matter of integrity. 

The first and obvious question is 
whether we have genuine, vital, honest 
competition one with the other. The free- 
enterprise system is not just a hunting 
license to you to get all that you can get 
without restraint. The free-enterprise sys- 
tem is a way of life which brings the 
greatest good to the greatest number, but 
it must be policed by the free market. 
The two are inseparable. 

We say that price controls are not re- 
quired because the operation of the natu- 
ral laws of supply and demand will itself 
adjust prices. The thing we dislike is 
that those natural laws are suspended by 
government. Now, if that is true, and 
if those natural laws are what guarantees 
to the public the integrity of the free- 
enterprise system, we have no right as 
private individuals to suspend them or in 
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any way to tamper with that automatic 
control mechanism. 

The second thing that bears upon our 
intellectual honesty is our understanding 
of the sources of capital. The free-enter- 
prise system must find the capital for ex- 
pansion in the savings of the people. If 
we can persuade enough people to become 
partners with us in industry, we shall 
simultaneously find our required new 
capital and solve our public relations 
problem. 

Unless we can bring into industry the 
mass savings of the workers, we shall not 
have sufficient capital for the further de- 
velopment of industry. However, we can- 
not do it by exerting employer pressure. 
We have to teach the American public 
the profit-and-loss system of risking for 
gain. And we must not take the easy 
way out, of asking government for capital. 
We must be tough; we must recognize 
that if we believe in free enterprise we 
have to accept its limitations in order to 
get its values. 

Now, this takes me straight to the 


point: The time has come when every 
American business man must have his own 
thoughtful, personal philosophy. He has 
to know what he believes and why. 

We need to reflect and to do some 
heart-searching. We must have opinions 
on the questions that are perplexing our 
friends in government. We must under- 
stand the problems of business. We must 
also try to understand the implications of 
the foreign problems of our country. And 
we must decide, it seems to me, that the 
essence of freedom in business is not the 
right to do as we please. We are re- 
strained, but by what? The essence of the 
American way is not restraint by law, 
but restraint by conscience. It is the self- 
imposed restraints that are the essence of 
the free-enterprise system. 

The freedom we enjoy under that sys- 
tem is the last strength of civilized man. 
It is for us to preserve it and develop it. 
We can do so only by understanding it 
and, with scrupulous integrity, maintain- 
ing it. 


—CLARENCE B. RANDALL. The Atlantic Monthly, March, 1952, p. 38:4. 


Where Does Industry “Break Even’’? 





TO FIND WHAT percentage of producing capacity industries must reach before be- 
ginning to show a profit, Mill & Factory conducted a survey among manufacturing 
companies of all types and sizes. This survey shows: 

1. The “break-even” point demands at least 60 per cent of full capacity, accord- 
ing to 84 per cent of the firms covered. This figure is higher than it was a year 
ago, say 73 per cent of the respondents. 

2. Eighty-ttwo per cent of the manufacturers canvassed report present “break- 
even” figures are higher than they were before the outbreak of hostilities in Korea 
in 1950. 

3. A number of reasons were given for a higher “break-even” point during the 
past year. Among them are higher manufacturing costs (93 per cent), increased 
taxes (68 per cent), controlled prices of products (47 per cent), interrupted supply 
of materials and parts (31 per cent), and lower worker productivity (20 per cent). 





THE FIELDS OF INDUSTRY are strewn with the bones of the organizations whose 
leadership became infested with dry rot; who believed in taking instead of giving; 
who followed their emotions instead of facts; and who didn’t realize that the only 
assets that could not be replaced readily were the human ones. 

—LeRoy H. Kurtz 
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RED HERRINGS, MINK COATS, AND MANAGEMENT 


ROBERT D. BRETH* 


It’s pPecuLIAR how a respectable word 
can take on an aura of disrepute, simply 
because of bad publicity. A few months 
ago the words “mink coat” suffered such 
a fate. Originally, “mink” merely meant 
a type of fur coat that was rather ex- 
pensive and whose ownership connoted a 
well-filled pocketbook. 

Then came a reversal of the definition 
in the public mind. The government cor- 
ruption scandals of late 1951 took “mink 
coat” by the scruff of the neck, beat it 
unmercifully, and left the poor words 
hopelessly smeared by political mud. 

That did it. For the public now tends 
to look upon a mink coat as an ill-gotten 
cloak worn by the wife, daughter, or 
friend of a corrupt politician. 


MOVE OVER “MINK,” YOU HAVE COMPANY! 


Thus with “mink coats.” Now, what 
about another innocent word—“manage- 
ment”? 

While the decline in respectability of 
this innocent word has had none of the 
indelicate spectacularity of its equally in- 
nocent cousin, the end result has been 
the same. Whereas the respectability of 
“mink” suffered from a sharp blow of 
political scandal delivered openly in full 
view of the public, “management” as a 
word seems to suffer from a slow but 
hidden growth that is cancerous in its 
effect and malignity. 

Like cancer, this growth can be studied 
piecemeal, cell by cell, and identified by 
parts, but as yet the cause of the whole 
growth is unknown. Some of the identifi- 
able parts of the cancer which are gnaw- 
ing away at the respectability of “man- 
agement” are such other abused words as 
“profit,” “prices,” “wages,” “working 
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conditions,” “lobbies,” “black markets,” 
“big business,” “competition,” “trusts,” 
“inflation,” “shortages,” and other ele- 
ments of business and economics. At one 
time or another, any trouble arising from 
these elements is laid, willy-nilly, at the 
door of business “management.” 

Yet the definition of “management” 
given by Funk & Wagnalls New Col- 
legiate Dictionary, circa 1947, doesn't 
even mention “business.” Just for the 
record, here’s what it does say: 

MANAGEMENT—1. The act, art, or 

manner of managing, controlling, or con- 

ducting. 2. The skillful use of means to 
accomplish a purpose. 3. Managers or 
directors collectively. 

This definition, of course, hinges on 
what is meant by “managing.” Again for 
the record, the definition of “manage” by 
F&W’'s dictionary contains 74 words, of 
which only one is “business,” while—get 
this now—the word “horse” appears twice 
in this definition! Read it: 

MANAGE—1. To control or direct the 

movements or working of. 2. To direct or 

conduct the affairs of; carry on business; 
husband; to administer economically or with 
judgment. 3. To guide or restrain by ad- 
dress; rerider subservient; control; make 

tractable; break in or train as a horse. 4. 

To effect or carry out by action, effort, or 

skill of any kind; bring about; contrive; 

also, to fashion; handle. 5. To train (a 

horse) in the exercise of a mandge. 

And there you have the literal, actual, 
unbiased, and properly interpreted mean- 
ing of the word “management” as pre- 
sented by the lexicographers, who up to 
this time have not been accused of being 
reactionaries, capitalists, or Republicans. 
By inference, at least, it would seem that 
they consider the managing of a “horse 
to be twice as important as managing a 
“business”! 

Actually, the lives of most of the people 
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of the United States (and other free coun- 
tries) are influenced by the actions of 
four major types of management. 


WHAT “BUSINESS MANAGEMENT” 
REALLY MEANS 


The first of these—mainly by reason of 
notoriety—is business management. Since 
there are some 60-odd million workers in 
the country, variously employed in private 
enterprise, it can be said that their lives 
are directly influenced by the decisions of 
business management. 

Most people take for granted that busi- 
ness management means company or cor- 
poration management—whence comes the 
first misconception. The fact is, any one 
person employed by any other person sets 
up a management-employee relationship in 
the business sense of the word. 


So every farm worker, doctor's nurse, 
filling station attendant, prize fighter, 
housemaid, drugstore attendant, or ladies’ 
shop clerk also has this relationship—and 


there are millions of them. These man- 
agement-employee groups of “two to a 
few” have received little publicity—auntil 
recently, when the expanded Social Se- 
curity laws, supervised by another type of 
management, brought them to the surface 
of public attention. 


HOW “WE, THE PEOPLE” ARE MANAGED 


This other type is “government man- 
agement.” Few people seem to realize 
that all of our lives are greatly influenced 
by the management group which practices 
the “act, art, or manner of managing, 
controlling, or conducting” our national, 
state, and local governments. 

There is a fanciful myth which would 
have it that government is designed to 
“serve the people” and hence all govern- 
ment employees are “public servants.” 
But the practical fact is that, with the pos- 
sible exception of two election days a year, 
when a certain minute percentage of gov- 
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ernment officeholders (something like 
0.0001 per cent) are elected by vote, non- 
government workers have nothing to do 
with the selection or conduct of govern- 
ment workers. 

In fact, even when the voting franchise 
is exercised (a habit common to only 
about 54 per cent of eligible American 
voters), all that the voters do is decide 
whether this or that individual, or group 
of individuals, will “manage” our govern- 
ment for the next few years. In effect, if 
the “ins” are replaced by the “outs” it is 
simply an exchange of management—gov- 
ernment management, that is. 

A third and less-known type of Ameri- 
can “management” is a group that might 
squirm uncomfortably if called—and 
rightfully—‘“labor management.” (That’s 
“labor management” and not labor and 
management,” just in case you glossed 
over the words!) 


A BOSS IS A BOSS IS A BOSS* 


Yes, the destinies of some 18,000,000 
workers who belong to unions are in- 
fluenced by the “management” of these 
same unions, whether they are independ- 
ents, locals, nationals, internationals, or 
any part thereof. Certainly, no union 
executive would seriously deny that his 
or her major task is practicing “the art, 
act, or manner of managing, controlling, 
or conducting” the business of the union. 
Nor do I think it could be successfully 
denied that the job of a union manager 
depends upon his individual abilities to 
employ “the skillful use of means to ac- 
complish a purpose.” 

As a side comment, I wonder if you 
noticed the use of the term “union execu- 
tive” instead of the more commonly used 
“labor leader”? If labor officials, con- 
sciously or unconsciously, avoid the free 
use of such words as “manager,” “execu- 


* To paraphrase that noted believer in the power 
of repetition, the late Gertrude Stein. 











tive,” etc., in connection with their union 
duties and responsibilities, why don’t they 
object as strenuously to “leader”? I'm 
sure that even the word “management” 
can hardly bear the same stigma as the 
dead dictators, Hitler and Mussolini, have 
attached to “Der Fuehrer™ and “I Duce,” 
both of which mean “leader”! 

I humbly suggest here that the Ameri- 
can press, both public and industrial, 
could go a long way toward correcting 
this “labor and management” misconcep- 
tion if the correct terminology of “union 
management” and “company manage- 
ment’ were substituted for the present 
misleading phrase. 

The word “labor,” as generally used by 
the press, actually means a small group of 
people who represent the total union mem- 
bership, whereas “management” means a 
small group of people who represent the 
stockholders or owners of the company. 
Collective bargaining negotiations and 
agreements, then, result from the meet- 
ings of two distinct “management” groups, 
the one representing employees and the 
other the stockholders or owners— 
“union” management and “company” 
Management. 

The fourth major type of “manage- 
ment,” perhaps the least understood but 
Most important, is “customer manage- 
ment.” 


MEET YOURSELF, THE REAL 
“SUPER-MANAGEMENT” 


Every man, woman, or child in our 
free economy is a customer and as such 
exerts a “managerial” influence on the 
actions and lives of both business and 
union management. For here in this coun’ 
try the customer is “free’’ to choose what 
to buy and when and where to buy it. 

In the long run, if the customers’ free- 
dom of choice is not interfered with too 
seriously by government “management,” 
they will determine what goods are made 
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and the price at which they are sold— 
simply by buying or not buying what the 
employees and owners of business offer. 
And, since “prices” determine the profit 
a business makes and the wages employees 
receive, both company management and 
union management must heed the buying 
decisions of customers or eventually go 
out of business. 

But the misconceptions which surround 
the word “management” do not end with 
the major quadrangle of “business, gov- 
ernment, union, and customer manage- 
ments.” There are a host of other man- 
agerial jobs which weave the “act, art, or 
manner of managing, controlling, or con- 
ducting” into our daily lives. 

For example, every home has a man- 
ager. This just about places every wife 
and mother in the country in the ranks 
of “management.” It may be paradoxical, 
but while Mr. Jones is working under 
what he may think is the stern manage- 
ment of Mr. Brown at the company plant, 
Mrs. Jones at home is managing with 
equal sternness as she tries to keep the 
kids, tradesmen, neighbors, and PTA in 
line by “the skillful use of means to ac- 
complish a purpose.” Then, of course, 
when Mr. Jones comes home, he assumes 
the super-managerial prerogatives of the 
husband and finds fault with everything 
because it wasn't “managed” as well as 
he would have done it, etc., far, far into 
the night. 


NOW, LET’S LOOK AT THE RECORD 


How do you suppose the records of 
“home managers,” “government man- 
agers,” “union managers,” and “customer 
and other managers” compare with the 
record of “business managers’’? 

Let us first grant that “business man- 
agers” have been faulty in many, many 
respects as far as the economy of the na- 
tion is concerned. Let us grant that there 
is considerable room for improvement. 
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Now, you “home managers.” Have you 
done a better job of managing your affairs 
than the business man? If so, why do we 
have so many divorces, delinquent chil- 
dren, and the many other skeletons which 
rattle in our family closets? Isn't there a 
lot of room for improvement in your daily 
lives? 

And you “government managers.” 
Have you done a better job of managing 
than the business man? If so, why is it 
we meet with so much corruption in 
politics? Why are our domestic and 
foreign policies in such a doubtful state? 
Don’t you think that a lot of improve- 
ment could be made in handling your re- 
sponsibilities? 

And you “union managers.” Have you 
done a better job of managing than the 
business man? If so, why do we have 
labor racketeers, feather-bedding, slow- 
downs, wildcat strikes, inter-union war- 
fare, and labor czars? Why must a na- 
tion whose very life may be at stake 
quiver and cringe at the constant threat 
of defense-crippling strikes? Can you 
honestly say that there is no need for 
improvement in the way unions are man- 
aged? 

And you “customer managers.” Have 
you done a better job of managing than 


the business man? If so, why do you en- 
courage black markets, hoard scarce com: 
modities, patronize chiselers and racke- 
teers, get head over heels in debt, and 
generally throw your money around as 
though it grew on trees? Is there no room 
for improvement in the way you manage 
your affairs? 


SINCE YOU LIVE IN A GLASS HOUSE 


In this complex civilization of ours, we 
are all “managed” and we are all “man- 
agers” in one way or another. Cast your 
stones at “business management” if you 
will, but first make sure that you yourself 
are blameless in your own “management” 
job. 

In the final analysis, the improvement 
in the moral standards of American busi- 
ness management depends entirely on the 
moral standards of the American people 
and will keep pace only as all “manage- 
ment” morals improve. 

Yes, management is everybody's job and 
everybody is managed in one respect or 
another. It is just too bad that the “man- 
agement” of American business and in- 
dustry finds itself in the position of being 
forced to live with a word that has such 
poor general connotations in the public 
mind. 





REPRINTS AVAILABLE 


Reprints of this article are available in quantity lots for distribution to employees 
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Expansion Spending to Rise 13 Per Cent 


INDUSTRY will spend 13 per cent more on new plants and equipment in 1952 than 
in 1951, according to McGraw-Hill Publishing Co.’s fifth annual survey of busi- 
ness plans. The survey covered a cross section of industrial companies, mostly 
large ones, accounting for 60 per cent of employment in industries where capital 
investment is highest—steel, automobiles, chemicals, petroleum, and utilities. 
Expansion in the latter three industries will not reach its peak until 1953, the 
survey indicated, but for industry as a whole, plans call for 1953 expenditures well 
below those of 1952. Capital outlays for all industry are expected to reach $21,175,- 
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000,000 in 1952; $16,722,000,000 in 1953; $15,110,000,000 in 1954; and $14,141,- 
000,000 in 1955. Within the major industry groups the largest increases in capital 
expenditures will be in mining with a 17 per cent gain, followed by manufacturing 
with 16 per cent; gas and electric utilities, 7 per cent; and transportation, 8 per cent. 

A majority of the companies participating in the survey reported that they 
make it a regular practice to budget capital expenditures several years ahead, usually 
from three to five years. 

Most of the companies covered in the study will finance expansion and moderniza- 
tion out of earnings, but some will rely on the public money market. In the 
chemical industries 19 per cent plan to borrow, and 25 per cent plan to sell stock. 
Similar percentages are true of petroleum and electrical manufacturing. 

It takes longer now for an investment in new equipment to be recouped out of 
improved performance than it did two or three years ago because of increased costs 
and texes. If profits drop appreciably, many projects will be shelved, according 
to more than 40 per cent of the responding companies. 

—Industrial Marketing 3/52 


Is Industry Drifting Toward a Profitless Era? 


THOUGH the business outlook for the next six months seems good, industry is now 
facing a drift towards profitless production. Henry H. Heimann, Executive Vice 
President of the National Association of Credit Men, points out that the “break- 
even” point is constantly rising, that wage demands will increase, and that the impact 
of the high tax levy on earnings is so severe that business can look forward to a con- 
siderably reduced profit margin. 





“Industries such as petroleum, aircraft, machine tools, and coal have not registered 
in the lower earning brackets up to this time. However, textiles, automobiles, 
chemicals, food, and—because of the extended strike—the steel industry are showing 
a marked decline in earnings. .. .” 


If sales are to pick up in the near future, new and ingenious promotional methods 
must be developed in order to stimulate the consumer into buying action. “We in 
business must more than ever analyze the psychology of the human being,” says 
Mr. Heimann. “Presently consumers are possessed of large funds, but it has been 
apparent during the past year that old methods of sales promotion do not produce 
satisfactory results... .” 

Moreover, the credit chief warns, “despite the fact that commodity prices have 
been weak throughout the world, the basic inflationary trend is still with us... . 
With our seeming prosperity, even though it be synthetic in character, it is difficult 
to convince the average man and woman that mild inflation is not beneficial. . . 
Given time, it develops into serious inflation—and, of course, this exacts its toll 
from every living being... .” 


Easing the Task of Corporate Presidents 


THE TASK of the president of a corporation has become too big an assignment for 
one man. Consequently, many companies are studying means of lightening the 
burden of the top man in the organization. 


One proposal made recently at a meeting of the Controllers Institute was that 
every corporation of any size install an executive at top-management level with no 
duties save that of coordinating activities within the company. This executive's 
primary interest would be the critical examination of programs for future action 
developed by various departments to make sure that all departments that have an 
interest in such plans have been represented. He would act as arbiter in settling 
conflicting interests and would also measure actual performance under a plan 
against forecasted results. 

—Journal of Commerce 5/15/52 
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HOW TO MAKE THE BEST USE OF CONSULTANTS 


Mi anacement FREQUENTLY decides it 
has a problem, engages a consultant, 
dumps the problem in his lap, and pro- 
ceeds to forget about the entire project. 


Unfortunately no technique that a con- 
sultant might introduce is a cure-all, and 
consultants can work miracles only 
through hard work and the full coopera- 
tion of the client organization. 


Having decided that a consultant's serv- 
ices are desired, and selected the consul- 
tant for the job, what preparations should 
management make for the consultant's 
program? 

The mechanics of providing suitable 
working space, equipment, and services 
(typing, clerical, telephone, and the like) 
are easy enough. Preparation of the or- 
ganization is another matter—and of more 
importance, if best results are to be ob- 
tained from the collaboration. 

During the preliminary conversations 
the consultant will have talked to key 
personnel and will have discussed the 
problem to such an extent that they will 
know in a general way what the pro- 
gram will entail. Management must then 
enlist cooperation at all levels of the or- 
ganization with a statement outlining ex- 
actly what the program is, who the con- 
sultant is, and emphasizing the point that 
he is being brought in to help the organ- 
ization to increase its effectiveness—not to 
criticize personnel, practices, or existing 
methods and procedures. No reputable 
consultant will accept an assignment 
whose purpose is to “sweat” more work 
out of men. But this fear is commonly 
encountered among shop personnel. The 
sooner it is dispelled, the better. 

Also, at this time the inside collabora- 
tors, or “understudies” to the consultant, 
should be appointed and arrangements 
made to free them of: their routine duties 


July, 1952 


so that they can devote full time to the 
consultant's program. 

Early in the project—certainly during 
the first week of collaboration—manage- 
ment should review existing conditions 
with the consultant. Unusual organiza- 
tion structure, personalities, or other con- 
ditions peculiar to the situation should be 
discussed frankly. A plan for handling 
these secondary problems during the 


period of collaboration should be worked 
out. 


The next preparatory step should be 
to meet with all key personnel and have 
the consultant explain how he plans to 
carry out his assignment. The representa- 
tive of top management who has been in- 
strumental in bringing in the consultant 
should preside at this meeting to show his 
backing of the program. 


In order to maintain continued interest 
in the program within the organization, 
and to keep the consultant on the beam, 
management should request periodic 
progress reports. Depending upon the na- 
ture of the assignment, these reports 
should be given at from one-month to 
three-month intervals. 


Report meetings should be held in the 
executive conference room, and all par- 
ties concerned should be invited. This 
means department heads, foremen, group 
leaders, any person having a key position 
in the project, and in all cases the under- 
studies. The reports should not only state 
progress but also raise questions for guid- 
ance and decisions from management. In 
order not to delay the program, and thus 
increase the cost, management must take 
prompt action in providing the answers 
and the decisions requested. 

During the latter part of an installation, 
most consultants will submit a series of 
simple “executive reports” at regular in- 
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tervals to indicate the results 


being 


achieved by the new techniques. If the 
consultant does not do this of his own 
accord, management should insist upon it. 


Such reports serve two purposes. Since 
they originate in the department responsi- 
ble for performance, that department will 
put extra effort into its operations to in- 
sure that the report is a good one. The 
reports also indicate conditions where 
executive action is needed to remove ob- 


stacles beyond the control of the operating 
departments. 

Arrangements should also be made with 
the consultant to make a series of follow- 
up visits over an extended period. These 
visits might be for only two or three days 
every three to six months, or they might 
need to be as frequent as one week each 
month. The length and frequency of 
such visits depend entirely upon how well 
the organization has mastered the new 
techniques. 


—H. Warren Roos. Mechanical Engineering, March, 1952, p. 215:3. 


Battle of the Sexes 


WHO GETS INTO WHOSE HAIR more often during the course of a “normal” working 
day—the boss or his secretary? In an effort to get at the facts, Lederle Laboratories, 
Pearl River, New York, invited both bosses and secretaries to let their hair down 
and tell in the company magazine, enonymously, what they thought of each other. 


Here are some of the things said: 


Of Him 


Why must he wave wildly like a mad maestro to get my attention, instead of 


using my name? 


Why does my boss believe in convicting without a hearing? 

He gives dictation a letter at a time instead of a well-organized batch. 

He phones a number that is busy, tells the operator to keep trying, and then 
disappears for half a day. All this time I’m trying to locate him for the call, 
and then he wonders why I never get my work done. 

My boss goes to “training” classes to learn how to cope with various situations, 
but when the situation arises, how does he cope with it? The same old (wrong) 


way. 


Why does he insult me by keeping his desk locked when he’s away? 
Everybody blames me when my boss doesn’t call back, when the truth is that 


I remind him over and over. 


I wish he'd do his very personal letters at home. 


Of Her 
She seems to be eating all day. 


Sometimes she's too darned officious to people—acts like the boss to other 


staff members. 
Bosses me too much. 


My secretary acts like a mother—always protecting me. 


What burns me up is that she is abnormally resistant to any new suggestion 
or idea—anything like this upsets her little routine. 


My secretary has completely ruined my nerves by tearing waste paper into 
tiny shreds, over and over, before throwing it into the basket. 

When I want something typed, she doesn’t drop everything to do my work. 

I don’t have complaints about my secretary; if I did I would talk with her 


about them. 


However, I don't like the way some secretaries talk about their 


bosses and about their work—things which should be part of a very confidential 


relationship. 


—Supervisor’s News Service (Bureau of Business Practices, 


New London, Conn.) 4/14/52 
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IS BIG BUSINESS BAD?—FACT v. FICTION. By 
Robert E. Wilson. Vital Speeches of the Day 
(33 West 42 Street, New York 36, N. Y.), 
May 1, 1952. The Chairman of the Board of 
Standard Oil Co. of Indiana stresses the need 
for more facts and less propaganda in evaluat- 
ing bigness in business. Pointing out that 
growth does not necessarily mean growing 
concentration, Dr. Wilson says that, whereas 
in 1911 his company did 80 per cent of the 
business in the Middle West, today there are 
22 competing companies in the area, with 
Standard doing less than 20 per cent of the 
business. In addition, he points out, each large 
company is directly responsible for the exist- 
ence of numerous small businesses. 


INEXHAUSTIBLE RESOURCES. By Eugene 
Holman. The Atlantic (8 Arlington Street, 
Boston 16, Mass.), June, 1952. The author 
states his belief that the fear of wasting or 
exhausting our natural resources is unfounded, 
since through research and ingenuity we are 
continuously turning up new sources of the 
materials we need, discovering better methods 
of extraction, or developing more efficient 
methods of using what we have. He presents 
an inventory of various resources and shows 
how in each case our increasing scientific 
knowledge operates to expand available sup- 
plies. 


SOCIAL RESPONSIBILITIES OF BUSINESS: WHAT, 
WHY AND WHERE TO? By Harry A. Bullis. 
The Controller (1 East 42 Street, New York 
17, N. Y.), March, 1952. The chairman of 
the board of General Mills, Inc., points out 
that a corporation today must be a good citizen 
of the community. It must not only make a 
profit; it must also be considerate, public- 
spirited, and charitable, concerned with the 
welfare of the community and the nation. 
The author cites some important areas in 
which business should fulfill its social re- 
sponsibilities. 


OUR 


ADMINISTRATIVE STANDARDS IN BUSINESS AND 
INDUSTRY. By L. M. Dalcher. Standardization 
(70 East 45 Street, New York 17, N. Y.), 
January, 1952. The author describes how his 
company set up a system of administrative 
standards covering administration, accounting, 
engineering, inspection, personnel, production, 
and safety. The results to date have been 
encouraging, and Mr. Dalcher suggests a 
framework within which any company can set 
up a similar system adapted to its own indi- 
vidual needs. Administrative standards have 
three main purposes: (1) to coordinate the 
efforts of separate groups working on different 
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phases of a problem; (2) to promote con- 
sistency in the handling of repeated functions; 
and (3) to convert solved problems into rou- 
tine procedures. 


U. S. PRIVATE INVESTMENTS IN LATIN 
AMERICA. Latin-American Business High- 
lights (The Chase National Bank of New 
York, Pine and Nassau Streets, New York, 
N. Y.), March, 1952. United States private 
investment in Latin America is valued at over 
$6,000,000,000, this detailed study shows, 
Direct investment in branch plants of subsi- 
diary companies makes up four-fifths of the 
total, and the remainder consists of United 
States ownership of Latin-American stocks and 
bonds. In the five-year period 1945-1950, the 
increase in United States private capital in- 
vested there averaged $400,000,000 a year; 
the present trend points to a gradual—and 
selective—trise. 


MONSANTO'S PLAN FOR EXECUTIVE DEVELOP- 
MENT. By Eugene Whitmore. American 
Business (4660 Ravenswood Avenue, Chicago 
40, Ill.), April, 1952. Faced with the two- 
fold problem of rapid expansion and a short- 
age of executive material caused by World 
War II, Monsanto Chemical Company has 
put into effect a plan for executive develop- 
ment which has already proved its worth. One 
feature of the plan is a replacement schedule 
for each department, which shows at a glance 
the present effectiveness of the man in each 
job—whether he is excellent, above adequate, 
adequate, or less than adequate. It also shows 
the probable replacements for each job— 
whether they are ready now, not quite ready, 
far from ready, or not immediately available. 


PLANTS OF PEACE—PREPARED FOR WAR. 
Modern Industry (400 Madison Avenue, New 
York 17, N. Y.), May 15, 1952. Some com- 
panies are taking advantage of the controlled 
pace of the nation’s rearmament program to 
create physical layouts and organizational struc- 
tures that will shift easily and efficiently from 
one degree of defense mobilization to another. 
This article describes how the problem is 
being handled by a number of different plants 
and shows detailed organization charts and 
physical layouts for one company. Major ad- 
vantages of such long-range planning are: The 
dislocation caused by big conversion layoffs is 
cut down and in some cases eliminated; hiring 
and training costs are greatly reduced; and 
friction with unions, caused by the uncertain- 
ties of conversion and reconversion, is de- 
creased. 
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THE COLLAPSE OF COMMUNICATIONS 


Pr you want to know whether a com- 
pany’s communications with its unionized 
employees are any good or not, take a look 
at the communications program when the 
strike talk is in the air, and take another 
look if a strike is called. These are the 
times when a lot of the fancy rhetoric 
common to many communications de- 
vices takes on a singularly hollow ring. 
These are the hours when you may sit 
down, coldly and objectively, and calcu- 
late the credits and the debits of an 
employereemployee communications pro- 
gram. 

Here are some of the shortcomings of 
employer-employee communications that 
are often discovered too late: 

The company’s communications pro- 
gram was built on a one-way basis. The 
company talked to the employees, in 
many ways, but it never listened. 

The company’s program was unrealistic. 
It did not deal with the employees’ real 
problems or the employees’ questions. 

The company's program was both er- 
ratic and synthetic. It never moved ac- 
cording to plan—it always moved ac- 
cording to whim. 

The program was not geared to a 
change of conditions. The whole struc- 
ture of the program—both from an in- 
dustrial and a public relations point of 
view—was built on an assumption of in- 
dustrial peace. It was inflexible, and 
when a strike loomed, the program could 
not move to a new footing. 

The program lacked personalization. 
Though day-to-day personal contact is 
the essence of communication, there was 
no personal contact between management 
and employee strong enough in a time of 
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strife to be depended upon. The indoc- 
trination of supervisors had been half- 
hearted and inconclusive. There was no 
“pipeline” into the thinking of em- 
ployees; it would have been worth a 
fortune to the management to know the 
real sentiments of the strikers, but there 
was nobody in management who knew or 
who could find out. 

The strike program within management 
lacked direction. The strike caught man- 
agement flatfooted. There wasn’t a man 
in the place capable of directing a coun- 
ter-campaign. Each department head 
was too concerned with the hazards to 
his own individual public. Against a 
well-regimented task force at the union 
hall, cool and collected, the company 
management threw a handful of confused 
amateurs, napping on the front lawn. 

These are no random deficiencies of 
management, plucked out of the air. They 
are day-to-day, run-of-the-mill character- 
istics that find industrial management 
panting on the ropes six days a week. 
But there are some precautions that man- 
agement can take to cushion the blows 
of labor violence. Sensibly used, these 
suggestions will help: 

1. Get your communications basically 
on a man-to-man basis. What percentage 
of his men can each of your supervisors 
influence now? What percentage could 
he influence if the heat were on? Are 
your supervisors convinced what you tell 
them is the fact? Are you giving them 
the sort of information that they can 
relay to their own people? Are they re- 
laying it? If your plant goes down, your 
key man is the supervisor, the best single 
pipeline to employee thinking. So right 
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now is the time to get that sound work- 
ing rélationship with him, if you haven't 
already got it. 

2. Find out what employees want to 
know. Find out what's bothering them. 
Not always, but often, the union de- 
mands are based on clear weaknesses in 
the management structure. It’s easier to 
rally member sentiment against something 
the members don’t like than it is against 
something they don’t understand. 

3. Put your communications devices to 
work on the problems. Often an employee 
publication will pursue an editorial policy 
not closely enough related to the specific 
needs of the company. Keep the two ele- 
ments—the needs and the editorial policy 
—working in tandem. The publication 
should be translating and interpreting 
policy constantly. Some policies must be 
“sold” again and again. 

4. Be sure the person who directs your 
communications can direct them under 


fire. The individual who can spearhead 
a calm program during labor peace may 
wilt under the pressures of communicat- 
ing during a strike. If the man in charge 
of communications produces a mailing 
piece, or a radio program or some other 
form of base-touching with the strikers, 
he should be able to know quickly and 
accurately what the reaction is. Above 
all, he should have good sources of infor- 
mation from within the union ranks, as 
good or better than the sentries the union 
always have stationed within company 
ranks. 

5. In time of labor peace, study the 
communications devices available to you 
during a strike. This may appear to be 
borrowing trouble, but strikes often hit 
fast, legally or not, and management isn’t 
quite sure where the artillery is stationed. 
Better make sure, and then hope you'll 
never have to use it for that purpose. 


—The Score (Newcomb & Sammons, 224 East Ontario Street, 
Chicago 11, Ill.), February 15, 1952. 


‘“‘WHY SHOULD PROMOTION INVOLVE A LOSS IN PAY?” 


Tiere ARE MANY cases where moving 
up the ladder involves a reduction— 
sometimes temporary, sometimes not—in 
the promoted person's take-home pay. For 
example, some salesmen have to sacrifice 
large commission earnings to take the 
more responsible, salaried job of district 


(or company) sales manager. Draftsmen 
promoted to engineers sometimes pay for 
the privilege by giving up their overtime. 
The same hard choice confronts some 
production workers when offered a fore- 
man’s job. The loss may be substantial if 
they have been under an incentive plan. 
Supervisors commonly feel the pinch in 
periods of great expansion. They may be 
called upon to work extra days without 
extra payin contrast with their subor- 
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dinates, who get time-and-a-half for over- 
time. Even when the foremen receive 
straight time for the hours over 40, as 
is now allowed under Salary Board rules, 
they may still receive less than the em- 
ployees whom they supervise. 

The difficulty here, and also in many 
other cases, is that there is not enough 
difference between exempt and non- 
exempt employees’ pay. The normal dif- 
ferential of $10 a week or $50 a month 
is quickly wiped out when overtime enters 
the picture. If ranges are wide enough, 
such situations do not arise. They can 
be eliminated through evaluation, by 
looking for departments which regularly 
work overtime or are susceptible to spe- 
cial loads 








Arbitrary cut-offs—as when all office 
employees earning up to $75 a week re- 
ceive pay for overtime, while those above 
that figure do not—also have a dampen- 
ing effect upon promotions. A “raise” 
to $76 would involve the same hours and 
possibly more responsibility, with less in 
the pay envelope at the end of the week. 
The break-even point in such a case 
would be $15 or $20, and this should be 
considered when setting up a formal sal- 
ary schedule. 

Area differentials sometimes cause pay 
regression at executive levels. Where 
such practices prevail, a man in New 
York or San Francisco may be given a 
higher post in Georgia, but suffer a cut 
instead of a raise for accepting. Because 
they stop good men frorn rising, many 
firms are doing away with differentials 
for executive positions. 

The salesman’s dilemma is more com- 
plicated. Accepting a promotion may 
involve such added work as calling on 
non-commission “house accounts”; writ- 


ing extensive reports; training new sales- 
men (and perhaps underwriting them 
while they are learning), etc. Sometimes 
they are required to rent and maintain 
offices, hire a stenographer or an assist- 
ant, and undergo other expense. While 
this may be no problem to the salaried 
man who has a sizable allowance to cover 
such items, others have to pay for them 
out of their own income—which may 
consist largely of contingent earnings. If 
the latter fall short of expectations, the 
manager's “profit” may turn out to be a 
loss. Naturally, inflation multiplies the 
risk by hiking up the outlays. 

In the case of one company whose sales 
supervisors in the field were caught by 
such a “squeeze” the solution was (1) 
to raise 1939-type allowances to meet cur- 
rent overhead; (2) relieve the field men 
of certain items of expense, and (3) 
change the method of their compensa- 
tion so that the bonus would be a year- 
end “extra” and not the major portion 
of their pay. 


—Management & People Newsletter (Fisher, Rudge & Neblett), April 25, 1952. 


Equal Pay—What Are the Facts? 


WOMEN’S EARNINGS FROM WAGES AND SALARIES amounted, on the average, to 45 
per cent of men’s earnings in 1950. The spread between the median earnings of 
women and men, from about $1,200 to approximately $2,700, can be traced to 
differences in occupation, industry, location, and length of employment, as well 
as in the wage or salary rate. 

A comparison of women’s and men's earnings in the major occupational groups 
shows a range in ratio which cannot be considered a result of differences in the 
training or skills required. Among sales workers and personal service workers, 
exclusive of those in households, for example, women's average earnings are less 
than 40 per cent of the men’s. Among clerical workers the ratio is highest, 69 
per cent; among factory operatives and in the professions, women's earnings average 
a little less than 60 per cent of men’s. 

Women's earnings, relative to men's, however, are much higher than the average 
in the major industries in which the equal-pay principle has been in operation for 
the longest period of time—namely public administration, transportation, and public 
utilities. The median earnings of women in public administration amounted to 74 
per cent of the median earnings of men in 1950; the percentage for transportation 
and the utilities was 67. 

Women workers are concentrated in the middle income occupational groups. 
Relatively few women work as laborers—the lowest-paid occupation among men. 
Very few are found in business management, the occupation in which men earn the 
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most. Nearly 60 per cent of women employed outside of private households are 
factory operatives or clerical workers. Because of this occupational concentration, 
women workers’ earnings in an industry may be well above the average percentage 
of men’s earnings, even though few women are found in the highest-paid occupa- 
tions. 

The clustering of women in certain occupations is not entirely due to restrictions 
because of sex alone. Within all occupational groups women tend to be concentrated 
in those fields which require the least training and experience. Equal pay as a 
principle therefore may have its chief force as a challenge to prepare women to 
perform equal work when there are opportunities to do so. 


—From an address by Dorotuy S. Brapy before The Women's 
Bureau National Conference on Equal Pay 


Recruiting Engineers: Why Delay Till Graduation Day? 


WITH SKILLED ENGINEERS desperately scarce, Jeffrey Mfg. Co., Columbus, Ohio, 
leaves no stone unturned to hire its fair share. It has started a student training 
program so that promising college seniors and juniors can try out for responsible 
future jobs. Those selected take a 12-month course (in which summer work between 
college semesters will count). 

Westinghouse Electric Corporation, Baltimore, takes a different tack to maintain 
the flow of engineers. High-school graduates will work 32 hours a week at Westing- 
house. Two afternoons a week and at night they will attend classes in electrical 
engineering at Johns Hopkins University. 

These trainees will get regular-scale wages and will be given work in keeping 
with their ability and in line with their studies. Some classes will be held at the 
plant, while other classes and lab work will be given on the Hopkins campus. 

On completion of each course, Westinghouse will reimburse the student for 
half the tuition and other college fees. After successfully finishing the three- 
year program, he will receive the other half of these fees. 

Though students have no obligation to work for the company, it “hopes to 
provide job opportunities which candidates will find attractive.” 

—Modern Industry 5/15/52 


Reduced Absenteeism Through Emergency Dental Service 


ABSENCES due to dental pain are preventable in a large proportion of cases. Dr. 
James M. Dunning, of the Harvard School of Dental Medicine, told the 1952 
Industrial Health Conference that relief emergency service in one industrial plant 
returned to work over 85 per cent of the employees seen at the dental clinic. 

He estimated that absence directly attributable to dental pain constitutes approxi- 
mately 2 per cent of all illness absenteeism. “With the chair time needed to secure 
relief for these cases amounting to approximately 10 minutes each,” he said, “it is 
obvious that a dentist in a large factory can effect substantial savings in man-hours 
of work.” 

“Additional reductions in absenteeism can be obtained,” Dr. Dunning advised, 
“from a service which provides dental health education, dental examination, and 
reference to the private practitioner of cases which require corrective or restorative 
dental treatment.” 





MORE THAN HALF of all young people finish high school today, compared to only 
6 per cent at the turn of the century. Ten per cent finish college—compared 
to the 2 per cent of 50 years ago. 


Our World of Work (Science Research Associates, Chicago, III.) 
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WILL HE MAKE A GOOD LEADER? 


AAt AMERICAN SMELTING and Refining 
Company an unusually practical proce- 
dure is followed in selecting supervisors. 

First, to determine the criteria for 
effective foremanship the training director 
of AS&R's Perth Amboy, N. J. plant 
asked all department heads to list the 
qualities essential for a good foreman. 
They thought that memory for oral and 
written directions and the ability to recall 
concrete details were most important. 
And they listed in order of importance 
these qualifications: 

Ability to remain calm and self-con- 
trolled under all conditions. 

Keenness of hearing. 

Ability to recognize the implications of 
a work situation and act on the needs of 
the situation without specific instructions. 

Ability to plan. 

Ability to concentrate amidst distrac- 
tidns. 

Keenness of vision. 

Ability to reason and make judgments. 

Ability to make decisions. 

Ability to adjust readily to new and 
changing situations. 

Tact in dealing with people. 

To test a man on these qualities, the 
training director and the firm’s superin- 
temdents arranged a variety of super 
visory problems or job situations. 


In one problem, for example, the can- 
didate for a foreman’s job is required to 
check the performance of crews in the 
“mud gang” section. This test is designed 
to measure, among other things, the can- 
didate’s capacity to receive and follow oral 
instructions, write a ‘report, and work 
under hazardous conditions. 

The candidate is brought into the de- 
partment where he is to be tested on the 
Friday before the assignments are made. 
He’s introduced to the personnel and 
given a complete grounding in the de- 
partment’s operating practices and pro- 
cedures. And, for the next two weeks, 
he’s put through all the test situations, 
each of which may run anywhere from 
one hour to a full day, or several days. 

The foreman of the department evalu- 
ates the candidate on each job he does. 
He rates him on his ability to organize 
and on the specific factor or factors in- 
volved in any particular job situation. In 
addition, the applicant is interviewed sev- 
eral times; he also is required to attend 
a basic course in supervision. 

As to the results of this program, the 
12 men who have been put into super- 
visory jobs since the program was in- 
stalled appear to be doing well. How- 
ever, final evaluation of the program is 
not yet possible. 


—The Foreman’s Letter (National Foremen’s Institute), May 26, 1952. 


GETTING OUT THE EMPLOYEE VOTE—A SURVEY 


OF COMPANY POLICIES 


Topvay IN THEIR institutional advertising 
many companies are boasting, “We are 


good citizens of Blanktown.” Do they 
mean it? Most of them do and show 
their citizenship in a number of ways 
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many of them by sponsoring “Get Out 
the Vote” campaigns. 

Of the companies participating in a 
recent survey of policies on election 
activities, two out of four do more than 
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give lip service to such campaigns. Al- 
most all of these companies use company 
publications to support the activity, and 
bulletin boards are equally popular. 
Meetings are next in popularity, with 
cooperation with community campaigns, 
handout pieces, pay-envelope enclosures, 
movies, tags, and buttons following in 
that order. Several companies also report 
that they arrange for candidates in local 
elections to present their views to em- 
ployees at noon meetings or assemblies. 
They are always careful to include can- 
didates from all parties, however. 

Green Giant Company of Le Sueur, 
Minnesota, for example, permits candi- 
dates running for political office to visit 
plants and offices to pass out cards and 
other material. Bulletin boards are used 
to carry important election announce- 
ments. Also, any employee who is called 
upon to work in the elections is given 
time off with pay. 


Management’s reminder to vote at 


Neiman-Marcus, Dallas department store, 
comes in the form of memos sent to all 


personnel, bulletin-board notices, and 
signs reading “vote tomorrow” posted at 
store exits the day preceding elections. 
Also, at supervisors’ meetings, department 
heads are repeatedly requested to stress 
that “people employed by Neiman-Marcus 
are considered responsible citizens and 
thus are expected to vote.” 

There are many other devices for stim- 
ulating registering and voting. But the 
main points to remember in the opinion 
of companies which have had campaigns 
for years are: (1) Plan well in advance; 
(2) undertake only that which can be 
accomplished at reasonable expense; (3) 
keep it simple; (4) keep it nonpartisan. 


Union cooperation in such programs is 
usually easy to secure, especially in com- 
panies located outside of large centers of 
population. At Allis‘Chalmers, for ex- 
ample, the union cooperated with man- 
agement in an attempt to persuade the 
election commission to set up registration 
facilities within the plant. 

What are company policies on elec- 
tion-day pay and time off? In states such 
as Wisconsin, where polls are open long 
enough to permit workers to vote either 
in the morning or at the end of the work- 
ing day, none of the employers surveyed 
felt that it was necessary to allow time 
off. 

In metropolitan centers of states such 
as New York and Illinois, where em- 
ployees often have a commuting problem, 
most employers were lenient, allowing 
two hours extra for voting purposes. 
About half required that employees noti- 
fy their supervisors in advance—these 
were businesses employing shop workers 
and others whose absence would require 
rescheduling of operations. 

Four out of five companies giving 
time off for voting set the limit at two 
hours. 

One in ten gave workers time off with 
pay to vote only if absolutely necessary, 
and if the individual made application in 
advance. 

Three out of four companies either 
gave time off with pay to employees per- 
forming nonpartisan work in elections, 
or indicated that if such a case did come 
up they would do so. One company in 
four indicated that time off would be given 
to election workers, but without pay. 

Of all the companies giving time off, 
two out of three gave it with pay. 


—Policies of 55 Companies on Election Activities (Dartnell Sales Service, Chicago 40, Ill.). 





IN A SAMPLE of 10,000 men from top management averaging 45 years of age, the 
Life Extension Examiners found that only one in 10 was in normal health. 
—Joun Korp Lacemann in Nation’s Business 3/52 
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MAKE THAT HOLIDAY-PAY CLAUSE EXPLICIT 


S vprose A HOLIDAY—for which em- 
ployees would normally be paid—falls on 
a Saturday, Sunday, or some other day 
on which no work is scheduled. Does 
the employee get paid for such an un- 
worked holiday? This aspect of the paid- 
holiday problem has been causing man- 
agement considerable difficulty. 

Some companies, of course, cover this 
point clearly and explicitly in their union 
contracts. But an examination of over 
300 current labor agreements reveals that 
over 50 per cent of the holiday-pay 
clauses are not complete, or not clear, or 
are susceptible to varying interpretations. 
In such fertile ground do grievances 
| thrive. 

Many union contracts say nothing 
' about holidays that fall on nonscheduled 
' workdays. They merely stipulate pay for 


specified holidays—with perhaps a length- 


jof-service or attendance requirement. In 
such a case, the employer is a “sitting 
‘ duck” and usually will be held liable for 
pay for any holidays that fall on days 
when work would not normally be 
scheduled. Past practice, however, can 
be a life-saver, even where the contract 
is silent. A union generally will not be 
supported in a sudden demand for holi- 
day pay if its members have not received 
it in previous years. 

Some labor agreements carefully spell 
out that holiday pay will be provided 
only when the holidays fall on regularly 
scheduled workdays. Normally, such a 
clause will suffice, but restrictive language 
is sometimes narrowly construed. 

Take, for example, a case involving 
Kraft Foods. There the contract provided 
that an employee should be paid for 
“each holiday which falls or is observed 
on one of his regularly scheduled days of 
work.” Monday to Friday was set as 
the normal work schedule. At first glance 
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it would seem that the Kraft employees 
would not be entitled to pay for Satur- 
day holidays, since no work was sched- 
uled for those days. But an arbitrator 
said that the contract was not restrictive 
enough to bar holiday pay. He thought 
that the clause which designated six paid 
holidays meant that they would be paid 
for, regardless of the days on which they 
fell. The contract should have con- 
tained a clause that specifically restricted 
pay to those specified holidays which fell 
within the “normal” workweek. 

However, a seemingly minor change in 
contract language can reduce or eliminate 
an employer's liability. For example, a 
“grant” of a holiday with pay may be 
interpreted differently from a requirement 
to provide holiday pay. 

International Harvester had a contract 
which “granted” specified holidays with 
pay and made Monday through Friday 
the regular workweek. An arbitrator 
held that employees were not entitled to 
pay for two unworked holidays falling 
on Saturday. His reasoning: By refer- 
ring to holidays to be “granted” em- 
ployees, the parties could have been re- 
ferring only to holidays that fell during 
the regular workweek, since by making 
Monday through Friday the regular work- 
week, it was understood that Saturday 
would normally be a day off. One does 
not “grant” to employees that which they 
already have. 

What about plants that schedule some 
employees for Saturday work, but not 
all? It appears that here again past prac- 
tice frequently determines the employer's 
liability for holiday pay. 

George W. Borg Corporation, for 
example, had a union contract which re- 
quired pay for specified holidays which 
fell on “regularly scheduled workdays.” 
Most employees were off on Saturdays, 
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but some had been regularly scheduled for 
Saturday work for a year or more. It 
was held that they were entitled to pay 
for two unworked holidays which fell on 
Saturday. 

Suppose an employer has cut his nor- 
mal workweek because of lack of busi- 
ness. What about pay for a holiday that 
falls within the previously normal work- 
week but is outside the shortened one? 
Obviously, a company cannot arbitrarily 
change work schedules just to avoid pre- 
viously agreed-upon liability for holiday 
pay. But where the workweek is re- 
duced in good faith, a well-drawn con- 
tract clause can save you money just 
when it’s most needed. 

Owing to lack of business, Hart Top 
Manufacturing Company had to reduce 
its normal five-day week to three days 
Monday through Wednesday. This cut 
was put into effect in October, 1951; later 


the workers demanded pay for Thanks- 
giving Day—which, since it fell on Thurs- 
day, was not a scheduled workday. An 
arbitrator denied the claim. He said 
that, even though the contract named 
Monday through Friday as the “regular” 
workweek, the employer had the right to 
reduce that workweek in the face of 
adverse business conditions. 

It’s obviously not too early to face up 
to the problem of holiday pay for 1953. 
If you don’t bring this matter up at the 
bargaining table, the chances are your 
union will. Organized labor is coming 
to regard holiday pay as an “earned 
right’—one that should not be lost 
through accidental calendar changes or 
managerial scheduling problems. It’s 


better than even money this year that 
your union will hit you with a demand 
designed to nail down its right to pay for 
holidays regardless of when they occur. 


—Enmployee Relations Bulletin (National Foremen’s Institute), June 25, 1952, p. 3:5. 


Nation’s Manpower Needs Charted 


TOTAL MANPOWER REQUIREMENTS for the national defense program and for expected 
levels of civilian output will increase by an estimated three and one-half million 
workers over the next two years, according to the Labor Department's Bureau of 
Labor Statistics, which has recently prepared a survey of the nation’s labor needs. 

Projections of the personnel needs of the armed forces and defense plants into 
1952 and 1953 are presented in the survey report, together with estimates of the 
amount of extra manpower to be expected from various sources. Reductions in un- 
employment, the utilization of women and older workers, an increase in working 
hours, and interindustry shifts are discussed in this connection. 

Single copies of the report, Projected Manpower Requirements and Supply, 1952- 
1953, may be obtained free of charge from the New York Regional Office, U. 5S. 
Bureau of Labor Statistics, 341 Ninth Avenue, New York 1, N. Y. 





THE 1952 crop of electrical engineering graduates will do little to ease the 
industry-wide shortage, according to a survey of 112 American engineering colleges 
by Electronics. 

From the colleges surveyed, roughly 80 per cent of the nation’s total, only 3,450 
graduate electrical engineers will be available for employment—not including the 
10 per cent who are definitely committed to the armed forces or the 8 per cent who 
have applied for graduate work. Industry estimates that 5,000 are needed to fill 
vacancies created by death and retirement and to meet growing commercial needs. 
Defense production alone could easily assimilate twice that number. 
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EVALUATION OF TRAINING PROGRAMS. B 
Gerald L. Lund. Better Relations Throug 
Better Understanding (Proceedings, Thirty- 
Third Silver Bay Conference on Human Rela- 
tions in Industry, 291 Broadway, New York 
7, N. Y.), 1951. $1.50. This article sug- 
gests seven fundamental questions whose an- 
swers serve to evaluate the degree of success 
of a training program. The author also lists 
several considerations that should be given 
attention when examining the organization, 
operation, supervision, instruction, and results 
of a training program. 


EVIDENCES OF POTENTIALITIES OF OLDER 
WORKERS IN A MANUFACTURING COMPANY. 
By M. W. Smith. Personnel Psychology 
(Mount Royal and Guilford Avenues, Balti- 
more 2, Md.), Spring, 1952. A survey of 
3,660 former employees of a manufacturing 
company disclosed the following: Older work- 
"ers were less likely than younger ones to quit 
because of family situations or dissatisfaction; 
even in their sixties, only 28 per cent of the 
/inales and 17 per cent of the lenaies quit for 
physical reasons; older workers received, pro- 
portionately, as many above-average ratings in 
‘ability, attendance, and attitude as younger 
ones and were judged equally worthy of rehire. 
The survey concluded that company policy 
should discriminate less against hiring - older 
workers and should try to retain older em- 
ployees by adjusting work to their capacities 
or by job transfer. 


CHANGING PHILOSOPHIES ON WAGE INCEN- 
tives. By Harold B. Maynard. Mechanical 
Engineering (29 West 39th Street, New York 
18, N. Y.), April, 1952. A sound wage- 
incentive plan can increase earnings, raise 
production, and decrease costs. Many plans 
fail, however, because of inherent faults in 
their conception and method of operation. 
This article reviews a number of old and new 
incentive plans and analyzes the reasons for 
their success or failure. 


POSITIVE RECRUITMENT PROVES PRODUCTIVE. 
The Labor Market and Employment Security 
(Superintendent of Documents, U. S. Govern- 
ment Printing Office, Washington 25, D. C.), 
March, 1952. 30 cents. The merits of “posi- 
tive recruitment’ as a means of obtaining 
hard-to-find workers were demonstrated in 
1951 when 900 employers, including both 
private employers and government establish- 
ments, recruited over 55,200 workers through 
this technique of the public employment 
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service system. ‘Positive recruitment” is one 
type of clearance procedure whereby an em- 
ployer who is ellie to find the workers he 
needs in the labor-market area immediately 
surrounding his plant may tap the labor sup- 
plies of other areas in an orderly and econo- 
mical manner. 


THE IMPACT OF GOVERNMENT REGULATION 
UPON COLLECTIVE BARGAINING NEGOTIATIONS. 
By Arthur T. Jacobs. Labor Law Journal 
(214 North Michigan Avenue, Chicago 1, 
Ill.), May, 1952. An analysis of the effects 
of labor legislation, particularly the Taft: 
Hartley Act, on labor-management relations. 
While the Taft-Hartley Act increased the 
strength of employers and decreased that of 
labor in collective bargaining, the author points 
out that in some ways the law actually tends 
to help unions win more out of collective bar- 
gaining than they could through the machinery 
of the NLRA—chiefly by the conversion of 
the 30-day notice of the modification or ter- 
mination of a contract into a strike notice, by 
compelling resort to boards of inquiry in na- 
tional emergencies, and by so restricting the 
scope of bargaining as to force unions to con- 
centrate more than before on their monetary 
rather than their non-monetary demands. 


UPGRADING EASES LABOR SHORTAGES. Produc- 
tion Engineering and Management (2842 West 
Grand Boulevard, Detroit 2, Mich.), May, 
1952. This article describes how one com- 
pany successfully uses a planned system of up- 
grading to solve its shortage of skilled labor. 
One essential of the plan is that, before a man 
can qualify for a higher-level job, he must 
fully demonstrate his fitness for it and must 
thoroughly train a new man for his old job. 
Advantages of the plan are that fewer em- 
ployees leave for jobs elsewhere and that, 
with fewer jobs to fill, hiring can be more 
selective. Thus the use of untrained, transient 
labor is held to a minimum, and training costs 
are reduced. 


WHAT'S IN A NAME? By Dale Yoder. Per- 
sonnel Journal (Swarthmore, Penna.), March, 
1952. The terms “personnel director” and 
“industrial relations director,” which have been 
used interchangeably with resultant confusion, 
both have unfortunate connotations and limita- 
tions, in the opinion of the author. In this 
article, he urges adoption of a new terminology 
broad enough to encompass the management 
process in employee relationships as it operates 
today. . 
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Office Management 





WORK MEASUREMENT PLAN COVERS 90% OF OFFICE TASKS 


A major AppRroacn to better office pro- 
cedure is control through the measure- 
ment of work, and control means that 
you must know—not estimate or guess— 
what every employee is producing and 
what that employee is worth to your com- 
pany. You must know whether an em- 
ployee is an asset or a liability to your 
firm regardless of the length of time he 
has been on the payroll. 

At Aldens we operate our order cleri- 
cal unit with a basic organization of ap- 
proximately 700 people and have devel- 
oped a work measurement plan that 
covers over 90 per cent of our clerical 
operations. It is based upon the pay- 
ment of wages to these employees in 
relationship to the work they produce; 
in other words, we have what is com- 
monly called an incentive plan. 

Our wage incentive plan is based upon 
time studies, but before a study is made, 
job analysis is applied to the operation 
and the flow of work and equipment to 
be used is carefully checked so that a 
definite routine is established. We have 
found that during these studies many ele- 
ments of the job can be simplified or 
eliminated entirely. 

Upon completion of the job break- 
down, a time study engineer is assigned 
to the task of establishing a standard. Our 
system is one that converts the units of 
work into standard minutes completed. 
Divided by the minutes actually spent on 
the job, this establishes a rate of efficiency 
for the operator. 

We pay bonus earnings starting at 40 
per cent and increase the payments with 
each rise in efficiency. As the wages of 
all our rank-and-file employees are paid 
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on an hourly basis, it is a simple task to 
compute the bonus of each employee. This 
bonus is paid weekly and is included in 
the employees’ pay checks, where it is 
shown as a separate figure but included 
in the gross earnings. This fact is ime 
portant since employees must be made 
conscious of the fact that the total average 
hourly take-home pay is their salary and 
not the base rate of the activity in which 
they work. 

The control factors of a system of this 
type give management an accurate gauge 
in planning and budgeting the operations 
of any period. In our business we oper 
ate on a six-month basis or seasonal 
breakdown. Top management meets ap- 
proximately three months before the 
opening of a season and establishes a sales 
budget based on the projected circulation 
of our catalogues and current and ex- 
pected economic trends. This sales bud- 
get is then broken down into orders by 
weeks and a control sheet is prepared by 
the office manager showing the incoming 
receipts, the classification, the pressure or 
number of orders to be handled each 10- 
minute period, the total shipments for 
the week, the number of hours to be 
worked, and the “carry-over,” or the un- 
shipped portion of the week's receipts. 

These calculations are forwarded to 
each section manager, who prepares a 
payroll budget using the time standards 
in effect for each activity. As a matter 
of convenience, we convert the standards 
into terms of man-hours so that the multi- 
plication of the number of units to be 
handled in any activity by the man-hour 
factor will show the number of hours 
necessary to handle the business. These 
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hours, multiplied by the average rate 
plus bonus in the activity, will establish 
a payroll budget by activity. Upon total- 
ing the activity payrolls, a section payroll 
is established. 

The section budgets are reviewed with 
the section manager and compared with 
current operations, and all changes in 
operations that are anticipated are fully 
compensated for. A department budget 
is then drawn up and submitted to the 
director of operations. If the director of 
operations feels it necessary, a review by 
section is then held with the director of 
operations, department manager, section 
manager, and a representative of the con- 
troller’s office. 

After reaching agreement upon the 
tbudget, the section manager breaks it 
down by weeks, taking into considera- 
ition such factors as overtime, and builds 
fan organization to follow the charted 
order line. 


i His weekly unit cost is computed and 
entered on a weekly budget sheet show- 
ling last year’s performance, budget, and 
factual cost attained. A running total is 
kept to show the comparative position 
with last year and the budget. 


The entire system of control stems 
from the use of the employee production 
sheet, which shows the units of work 
completed, the time standards for that 
work, and the work time of the worker 


on the job. By totaling the figures on 
these sheets and computing the efficiency, 
it is a simple matter to accumulate the 
individual sheets into an activity record 
which shows the accomplishments of an 
activity. These results are transferred to 
our man-hour summary sheet. This shows 
the activity, units completed, efficiency, 
per cent of total units (which is obtained 
by percenting the activity units against 
the section total) man-hours of work 
completed, actual hours spent in complet- 
ing this work, and the gain or loss in man- 
hours by the activity. If the section 
shows divergence from the budget, an 
analysis of the sheet will bring into the 
open where we are making our gains or 
losses in the operations. Losses are due 
chiefly to two reasons: loss in efficiency or 
change in the percentage of units. 

The supervisor of each activity main- 
tains a goal card on each new employee. 
This is maintained weekly and followed 
up as a check on new employees to see if 
any special instructions are necessary to 
help the worker reach the goals we have 
eX. 
the more efficient worker receives recog’ 
nition for his efforts in his pay check, 
which is the most important single factor 
in keeping this type of employee on the 
payroll. He knows where he stands and, 
more important, he knows how he stands 
with his supervisors. 


—From an address by WALDO WILLIAMS (Manager, Clerical Operations Department, 
Aldens, Inc.) before the 1951 Annual Conference of the 
Life Office Management Association. 


Building Up the Office Force 


ONE WAY to beat the shortage of stenographers and top-drawer office help is to 


induce your employees to do a recruiting job for you. 


Passavant Hospital in 


Chicago, for example, does this by offering a $10 bill to present staffers who bring 
in an office worker who stays on the job three months. 


In a large office a recruiting drive can be built around a booklet setting forth 
the advantages of working for the company and illustrating the firm's pleasant 


working conditions. 


Tuck a card in each booklet which will introduce the holder 
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to the employment manager. Encourage present employees to distribute the booklets 
to friends. Make it plain that the sponsor of every applicant hired gets some 
sort of recognition, though not necessarily money. 

Another idea is to put recruiting cooperation on a point basis. Give points, good 
for merchandise from a prize catalogue, for any help an employee gives the em- 
ployment manager—for turning in the name of a person who might be thinking 
of making a change, for introducing a prospective office worker to the office 
manager, for getting an interested candidate to fill out a personal history blank (to 
save the interviewer's time). Graduated credits can also be given after the new 
employee has been on the job three months and one year. 

—Newsletter (The Dartnell Corporation, Chicago 40, Ill.) 4/19/52 


Clerical Workers Not Stepchildren 


WITH SO MANY union-management contracts tied to the cost of living, management's 
yearly payroll is highly sensitive to inflationary trends. But does the salary check 
of the office worker, who normally belongs to no union, reflect changes in the cost 
of living? It does, according to a recent survey of firms in Cleveland (a city which 
is said to mirror industrial wage trends in the country as a whole). 

As a general rule, management policy is not to discriminate between the various 
classifications of personnel, since a rise in the cost of living hits everybody. The 
average Cleveland company is aware of this, and most firms make full provision to 
assure the protection of all their people, organized or not. 


Of the 19 employers recently interviewed, 13 replied that they increased the 
salaries of all persons in their employ, usually on a percentage basis, when a wage 
hike went to plant people. Two firms pointed out that they had given no cost-of- 
living increases as such, but that whenever a general raise was put through for 
shop people, all salaries were reviewed and adjusted to make sure that they re- 


mained in line. Only two companies reported that office employees’ salaries were 
not directly and immediately affected by wage increases in the factory. 
—For the Informed Executive (Associated Industries of Cleveland) 4/15/52 





The “Rush” Job 
I am a RUSH JOB. 


I belong to no age, for men have always hurried. 
I prod all human endeavor. 

Men believe me necessary——-but falsely. 

I rush today because I was not planned yesterday. 
I demand excessive energy and concentration, 

I over-ride obstacles, but at great expense. 

I illustrate the old saying, “haste makes waste.” 


My path is strewn with the evils of overtime, mistakes, 


and disappointments. 
Accuracy and quality give way to speed. 
Ruthlessly I rush on. 


I am a RUSH JOB! 
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DESK EFFICIENCY: AN ATTITUDE OF MIND 


How can we jupce desk efficiency? 
Whether it’s the rough desk of the ship- 
ping clerk or the highly polished desk of 
the executive, it has the same basic func 
tions: 

It is a surface on which to work. 

It is an orderly tool kit for the im- 
mediate necessities of work. 

It is a temporary storage place for the 
immediately usable raw material of work. 

A desk is not a storage place in general. 
This is the one deadly mistake so widely 
made. Work must go across a desk, 
never stay in or on a desk. A desk is a 
work-process machine, not a storage bin 
or a warehouse, a loitering place or a 
waste basket. 

There are excellent desks obtainable, 
but the inefficient desk user can turn it 
into a “mess” in a week. The desk is 
undoubtedly the means toward desk efh- 
ciency, but the end to be sought for is the 
attitude of mind, the desk-drilled mind, 
of the desk worker himself. 

Concentrated attention, decision, dispo- 
sition, and orderly sequence are the key- 
notes of individual desk efficiency. Clear 
ideas about successful work-handling 
methods and a full realization of the 
wastefulness of starting and stopping be- 
fore finishing and of crisscrossing back- 
ward and forward over the same matters 

ury to the efficient use of a desk. 

The following checklist, which shows 
how desk efficiency can be attained and 
points out the causes of inefficiency, 
should help a worker appraise his work- 
handling methods and put him on the 
road to efficient desk use. 

Desk efficiency can be attained by: 
1. Finishing each task as it comes up. 


Concentrating on the work in hand. 
Neatness and dispatch — freeing 
desk from unnecessary accumula- 
tion of odds and ends. 

Arranging desk drawers for con- 
venience in handling papers, sup- 
plies and equipment. 


Varying work when conditions 


permit. 

Using other files—not the desk— 
for permanent or semi-permanent 
material; constantly endeavoring to 
get everything possible flowing over 
and away from the desk, 


inefficiency is caused by: 


Starting one task, jumping to an- 
other, easier one—going back and 
forth from one problem to another. 
Allowing oneself to be interrupted 
and letting one’s mind “jump.” 

Carelessness and slowness—a clut- 
ter of trays, pictures, calendars, 


pads, paste pot, penholders on 
desk. 


Using the desk as a more or less 

permanent storage place for busi- 

ness and private papers; no attempt 

at arrangement; accumulation of a 

miscellany of unnecessary material. 

Operating by “habit”; performing 

by routine in a mechanical manner. 

Desk efficiency therefore seems to be 

largely an attitude of mind, or a result 

of training. It can be assisted or de- 

stroyed by the desk itself, of course. 

Healthful working conditions mean as 

much in the office as in the factory, and 

desk efficiency is increased by up-to-date 
equipment. 


—TSA Echo, February, 1952 (as reprinted from The Office Economist). 


Guard Those You Love—Give to Conquer Cancer! 
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IMPROVING LETTER WRITING—ONE COMPANY’S METHOD 


To INSURE THAT the $2,500,000 it 
spends on its correspondence each year 
will be used to best advantage, the Pru- 
dential Insurance Company of America 
has developed an employee-training course 
in effective letter writing. 

In Toronto almost 115 employees of 
the company’s Canadian head office have 
completed the course. A test check of 
letters now being written shows that it 
has definitely improved writing tech- 
niques. The course included five two- 
hour lectures, seven movie strips, illus- 
trated charts, and practice clinics. It 
took three weeks to complete and was 
given by the company’s own staff. 

The lectures first attacked “whisker 
talk.” Such outdated phrases as “with 
reference to,” “please be advised,” and 
“we beg to remain” were eliminated and 
words used in normal conversation were 
substituted. Use of high-sounding words 
was also discouraged. “They are in- 
tended to impress the reader and usually 
do—but in reverse,” letter-writing in- 
structors warned. 


A tool for more effective writing has 
also been developed to guide employees. 
It is called the “writing yardstick.” By 
measuring the average sentence length in 
words, number of syllables per 100 words, 
and number of references per 100 words, 
employees are able to measure the read- 


ing difficulty of their letters. The more 
words there are in a sentence the harder 
it is to read and understand that sen- 
tence, and the more syllables there are 
in a word the harder it is to read and 
understand that word. However, the 
more personal references there are in a 
passage the easier it is to read and under- 
stand that passage. 

Employees are therefore taught to write 
sentences averaging 17 words, use an 
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average of 150 syllables per 100 words, 
and to make personal references about six 
times per 100 words. 

While the main emphasis of the course 
is on modern, informal English usage, 
other phases of letter writing are stressed. 
The “star, chain, and hook” method of 
building up a letter is taught. The “star™ 
is the attention-getting statement at the 
beginning of the letter, generally designed 
to appeal to the reader's interests. The 
“chain” is the orderly build-up of argu- 
ments which leads logically to the con- 
clusion—the “hook,” which is the matter 
of primary interest to the writer. 

The mechanics of various types of dic- 
tating equipment are also carefully ex- 
plained to those taking the course. Letter 
writers are warned to consider the difh- 
culties which confront the transcriber 
who has no previous knowledge of what 
you wish to say and cannot conveniently 
ask questions. These rules for using the 
dictaphone were emphasized: 

1. In speaking into the dictaphone, you 
should touch the mouthpiece with the 
upper lip, not with the chin. An even 
pace should always be maintained. 

2. Speak into the machine in a natural 
tone, using normal conversational in- 
flections for stress and enunciating every 
word clearly. Don't shout. Don't 
whisper. Avoid a monotone. 

3. Spell any unusual or difficult word. 
All names and numbers should be written 
out and forwarded with the cylinder. 

4. Dictate all punctuation. 

5. Mark all corrections on the indica- 
tor slip at the exact place where they 
occur on the cylinder. When a letter re- 
quires more than two or three corrections, 
re-dictate. 

6. After the letter has been transcribed, 
make corrections on a carbon copy—not 
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on the original letter. Frequently a cor- 


rection can be made neatly without re- 
writing the letter. 

Prudential management feels the cost 
of this training is merited by the results. 
“Our letters are one of the most impor- 


tant means of building goodwill between 
the company and the persons we serve. 
One good letter means one satisfied cus- 
tomer, but one poor letter can be multi- 
plied into the loss of thousands of dollars 
worth of business,” said one official. 


Business Management, April, 1952, p. 14:2. 


More Letter Ghosts* 


HERE ARE some more stereotyped words and phrases that “haunt business letters and 
give their readers the creeps,” listed by R. H. Morris, correspondence consultant: ** 


Parlor, bedroom and bath? 

Are you the F.B.I.? “We find” says it. 
Pleased to meet you. 

Really touching. 

What do these mean—if anything? 
Too pompous. “We feel” is better. 
“Meanwhile” less like a Latin course. 
Why not just do it? 

Aren't we all? 

Where to? 

Modern or Colonial? 

Valentine’s or Saint Patrick's? 
Sounds like a juicy steak. 

Forceps, stethoscope, or what? 

You must be tired. 

Are you a process server? 

What's tht matter with “‘Ictter’’? 
Add your own pe(s)ts to this list—then bury them! 


Accommodate you 

Our investigation shows 
Acquaint us with the facts 
Beg to advise 

Even date, recent date 

It is our opinion 

In the interim 

I might state 

In view of the above 

My attention has been called 
Please furnish 

Referring to your favor 
Tendened 

The enclosed instrument 
We have reviewed our records 
We wish to notify you 
Your recent communication 





* A previous list of “letter ghosts’ appeared in THe MANAGEMENT Review, November, 1951, 
p. 679. 


** Letter Slants (R. H. Morris Associates, Newtown, Conn.), Vol. III, No. 4. 


Is Microfilm as Safe as Paper? 


ALL OF Us are aware of the practical problems involved in protecting records against 
the hidden hazards of fire. In recent years the question has been often asked in 
this connection, “Will microfilm be safe under the same conditions as paper?” The 
answer, unfortunately, is, “No!” 


The picture on microfilm is in the emulsion which is carried by the film. The 
emulsion is adversely affected by temperatures starting at about 185°. The insula- 
tion in all of today’s modern fire-protective equipment doesn’t begin to function 
until a temperature of 212° has been reached. This is true whether the equipment 
is rated for one, two, four, or six hours’ exposure. What is reliable for paper is 
not necessarily reliable for film. 

The safe industry is aware of this problem and is presently seeking a satisfactory 
solution. However, there will be no quick answer because the very nature of the 
insulating properties of all modern insulated units has its foundation in the physical 
law that water boils at 212°. 
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If you must keep your film on your premises, place and seal it in cans; then put 
it in an insulated file and place the file in your insulated vault. This double in- 
sulation is important. But the best guarantee of safety for microfilms is to remove 
them to a place where you can be sure there will be no fire. 


—Auditgram 6/52 





LESSON IN BREVITY: 


Lincoln's Gettysburg address contains 266 words; the Ten 


Commandments contain 297 words; the Declaration of Independence contains 300 
words; and OPS's order to reduce the price of cabbage contains 26,911 words. 


—New England Homestead 


Also Recommended « « « 





YOUR SECRETARY AND YOU: GET TOGETHER TO 
IMPROVE YOUR LETTERS! By James F. Bender. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), February 15, 1952. Effective 
letters, which will gain goodwill for the com- 
pany, are increasingly necessary today, yet 
good secretaries are hard to find and keep. 
Dr. Bender offers a solution to both problems 
by showing how to set up a_boss-secretary 
“dictation team” that will result in attractive, 
friendly letters and, at the same time, enlist 
the loyalty and interest of the secretary. 


HOW TO BE A “DICTATOR” FOR $78. Manage- 
ment Methods (141 East 44 Street, New York 
17, New York), May, 1952. The use of a 
dictating “network” in place of individual 
machines can reduce equipment costs appre- 
ciably, save time and increase operational ef- 
ficiency. This article describes the system's 
operation and some of the problems invelved. 


MASTER PLAN FOR A SYSTEMS ORGANIZATION. 
By J. W. Haslett. Office Management and 
Equipment (212 Fifth Avenue, New York 
10, N. Y.), May, 1952. Too often the meth- 
ods department is so concerned with helping 
other departments within the organization with 
their problems that it fails to examine its own 
practices. The author presents a master plan 
which outlines objectives and suggests pro- 
grams which should help insure proper opera- 
tion of this department. An example of a 
progress report for measuring accomplishments 
under the program is also presented. 


NEW HORIZONS WITH TELEGRAPH TRANSMIS- 
SION TECHNIQUES. By G. A. Trapp. Systems 
and Procedures Quarterly (Box 96, Madison 
Square Station, New York, N. Y.), March, 
1952. Western Union recently celebrated its 
100th anniversary, and for perhaps 75 years 
of that first century most of its messages were 
handled by Morse Code. Tremendous ad- 
vances have been made in recent years, and 
today messages are sent and received auto- 
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matically. This article describes private wire 
installations and gigantic modern push-button 
systems, such as that recently installed by the 
U. S. Air Force, which make possible the 
handling of multiple-address messages, wi 
impressive savings in money and personnel. 


AIMING REPORTS AT MANAGEMENT'S NEEDS. 
By James F. Lillis. Office Executive (132 
West Chelten Avenue, Philadelphia 44, 
Penna.), December, 1951. The principal rea- 
sons for failure of a reporting system are: 
(1) too much, (2) too little, (3) too late. 
A comprehensive knowledge of the principles 
of accounting and office management, while 
essential, is not sufficient; it must be supple- 
mented by judgment, analytical ability, and 
imagination. The author lists a number of 
practical suggestions that will help make re- 
ports pay off. 


STANDARD TIME DATA FOR CLERICAL PERFORM- 
ANCE STANDARDS. By Paul B. Mulligan. The 
Controller (1 East 42 Street, New York 17, 
N. Y.), April, 1952. Productive human time 
is one of the most important factors in today’s 
economy, yet it is peaesdtly wasted. This 
article describes some recent developments in 
work measurement techniques, applied to of- 
fice workers, from which valuable standard 
time data are being evolved. These data can 
result in significant reduction in waste and 
improvement in efficiency, it is pointed out. 


HOW'J & J CUT CLERICAL ERRORS. By Marilyn 
French. American Business (4660 Ravenswood 
Avenue, Chicago 40, Ill.), May, 1952. Despite 
an increased volume of business, Johnson & 
Johnson has reduced clerical errors to a frac- 
tion of what they used to be. Reduction was 
accomplished through a planned program de- 
signed to spotlight errors, show why they were 
made, and then eliminate the causes. One 
point highlighted by the program is that use 
of clerical accuracy tests in recruiting workers 
is important even when help is hard to get. 
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BUILDING MORALE THROUGH QUALITY CONTROL 


Quatrry contRoL, working closely and 
cooperatively with other departments, can 
improve their efficiency and thereby help 
“to build their morale. Let us here look at 
the most important such relationship of 
all—that between Quality Control and 
Manufacturing. 

The first brick in the morale-building 
program should be laid when the employee 
ig hired, before he has started on his new 
job. Quality Control can assist by point- 
img out that this job is his personal stake 
ig the company’s quality reputation, that 
he customer pays his salary, and that he 
must therefore help the customer to ob- 
tain a uniform product of satisfactory 

ality. 

When the new man starts on his job, 
ality Control can, working through his 
féreman, indicate the importance of each 
step in determining the quality of the 
finished product. The need for definite 
standards close at hand and the desirabil- 
ity of consulting them frequently can be 
impressed upon him. Together with the 
production supervisor and the cost man, 
Quality Control can demonstrate the ef- 
fect of deviations on production costs and 
once again emphasize the employee's re- 
sponsibility to the customer. The em- 
ployee thus begins to learn that cost- 
consciousness and quality-consciousness 
are not antagonistic. He is alerted to the 
effective use of materials and equipment, 
to the prevention of waste, and to the 
improvement of work methods. 

When the employee begins to make 
progress, he must be given praise or recog: 
nition, and here again Quality Control 
can be of great help through its progress 
reports. Praise is too often reserved for 
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outstanding accomplishment, when ac- 
tually it is needed most by the employee 
who hasn't gotten very far yet. 

Even if the success of a project has 
been due largely to Quality Contol rather 
than to an employee's individual effort, 
morale can be greatly strengthened if 
credit for the performance is given to the 
spotlighted employee and if the praise is 
lavish. On the other hand, when a man 
is doing unsatisfactory work, Quality 
Control can earn his gratitude and future 
friendship by patiently studying his opera- 
tion and making suggestions for correc’ 
tion. Instead of being suspicious and fear- 
ful, he learns that the main interest of 
Quality Control is in helping him to im- 
prove, not in catching him in a mistake 
or proving that he is wrong. 

With satisfactory raw materials reach- 
ing the employee, it is reasonable to hold 
him directly responsible for the quality 
of the finished product. Such an ar- 
rangement has many advantages, for 
Quality Control personnel may be too 
limited to assume inspection responsibility. 
Further, immediate and rapid inspection 
is necessary to keep rejects at a minimum. 
If the operator is fully informed as to 
standards and if he is provided with 
equipment so that he himself can set aside 
any substandard work, conditions needing 
attention will come to light and be re- 
ported before much scrap is made. 

Participation in the control of quality 
definitely stimulates employee morale, for 
the operator develops the feeling of being 
a part of, rather than apart from, the 
company management. However, such 
participation will not eliminate all inde- 
pendent inspection. Some inspection will 
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still be necessary to determine the extent 
to which defective material is being al- 
lowed to flow into finished production, 
and operators who fail to control the 
quality of their work will have to be 
identified and helped. Quality Control 
then becomes a secondary inspection group 
which can act in an advisory capacity. 
Also, by keeping the operator advised as 
to his quality level and the supervisor ad- 
vised as to the quality performance of 
each worker, it will constantly be im- 
proving existing quality standards. 

One of the most profitable devices 
which Quality Control has been able to 
develop for building morale has been the 
decentralization of Quality Control groups 
by manufacturing plant. Operating in 
this way, the Quality Control group 
knows, appreciates the need for, and sup- 
ports production plans and schedules. A 
feeling of belonging is developed, and the 
plant learns that Quality Control is a 
service function, not a police function. 
By creating an atmosphere of group soli- 
darity, Quality Control can effectively 
direct group energy into channels of con- 


structive achievement and can break down 
the tendency of operators to band to- 
gether for passive resistance. 

With the physical equipment of the 
decentralized Quality Control unit lo- 
cated close to the operator's machine, he 
is encouraged to learn its use and to 
assume greater responsibility for the con- 
trol of quality. In taking over this func- 
tion, he is made to realize that time 
is thus freed for the solution of serious 
quality problems in his own plant. A 
pride in group progress is developed 
within the plant, and discipline is main- 
tained by using pressure on nonconform- 
ing members. 

It is often argued that Quality Control 
decentralization can result in the break- 
down of quality standards. This will un- 
doubtedly occur if the Quality Control 
Department is poorly organized. If, how- 
ever, the organization is strong and re- 
ceives the active support of a management 
executive, the many proved advantages of 
decentralization far outweigh the theoret- 
ical disadvantages. 


—E. H. Rosinson (Director of Quality Control, Johnson & Johnson, Chicago, IIl.). 
Industrial Quality Control, May, 1952, p. 63:4. 


SAFETY: HOW ABOUT YOUR PLANT? 


Whar persona safety equipment does 
American metalworking supply to its 


employees? Whose responsibility is it? 
How much does it cost? Is the expense 
worth while? To determine the answer 
to these questions, a survey was made 
recently of 2,000 metalworking plants in 
various industries. 

What kinds of equipment do these firms 
supply? Goggles, face shields, and gloves 
are supplied by over 80 per cent of those 
responding; helmets by 53.9; and heat re- 
sisting clothing by 40.8 per cent. One- 
third provide safety shoes, while over 20 
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per cent equip their workers with aprons 
and respirators. A smaller number of 
firms supply boots, masks, finger guards, 
and other safety items. 

Need for continuing safety education 
is shown by reports that only 50.2 per 
cent find no difficulty in persuading work- 
ers to wear the equipment, while over 48 
per cent have trouble in securing employee 
cooperation. 

Survey responses make a strong case for 
goggles. Eye injuries are the second most 
common type of accident, accounting for 
38.4 per cent of all accidents. Only 
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minor cuts and lacerations—at 41.2 per 
cent—ranked higher. The following 
breakdown shows the incidence of some 
of the most common types of accidents: 
minor cuts, lacerations, abrasions, 217; 
eyes (mostly foreign particles), 202; hand 
and finger injuries, 55; burns, 49; sprains 
and strains, 27; foot injuries, 24; back 
injuries, 14; falls, 5; fractures, 3; chem- 
ical sores, 3. 

Cost is always a problem where safety 
programs are concerned. But the survey 
shows that safety equipment is a paying 
proposition, and its worth is recognized 
by metalworking management. Advan- 
tages—aside from the humane angle—as 
reported by companies surveyed include 
increased savings on insurance premiums 
and medical expense, improvement in em- 
ployee attitude, reduction in absenteeism, 
increased production, reduction in severity 
and frequency of accidents, resulting in 
fewer “lost time” accidents, and improve- 
ment in community relations. 


Much of the cost of safety equipment 
is made up directly by savings on insur- 
ance premiums and medical expense. 
Seventy-eight firms indicated that such 
savings paid for all personal safety equip- 
ment; 31 reported that savings paid for 
75 per cent to 90 per cent; 25, 40 per 
cent to 60 per cent; 15, 20 per cent to 30 
per cent; and 15, 10 per cent to 15 per 
cent. 


Who's usually put in charge of com- 
pany safety programs? Of 526 companies, 
only 201 have full-time safety directors. 
More than 91 per cent of the plants with 
over 2,500 workers, however, employ a 
director, compared with 19.5 per cent for 
plants of 100 to 249 workers. Consider- 
ing the recognized value of safety direc- 
tion, the function is undoubtedly included 
among and is a major part of the duties 
of other executives in the smaller com- 
panies. 


—The Iron Age, May 8, 1952, p. 76:1. 


Meeting for Safety 


TO FURTHER SAFETY within its plant, Servel, Inc., Evansville, Indiana, has formed 


departmental safety committees composed entirely of workmen. 


Each committee 


functions under the chairmanship of the foreman. 


Regular monthly meetings of these committees are held: 


1. To report and make recommendations on any existing hazards and unsafe 
practices or procedures that come to their attention. 


2. To stimulate interest in safety among fellow-workers. 


3. To investigate the causes of accidents in each department or group. 


Membership on these committees is rotated, and the foreman forwards a list of 
newly appointed committee members to the safety department. Each new member 


is then issued: 


1. A card, which certifies that he is a member of Servel’s safety committee in his 


department. 
9 


2. A green cross—The Servel Safety Committee badge—which he wears to give 


him proper identification as a committeeman. 
3. An inspection guide sheet, listing various hazards for.which to be on the 


lookout. 


4. A fire extinguisher chart, which shows the types of extinguishers to be used 


for various types of fires. 


—Management Information (Elliott Service Company, 30 N. MacQuesten Parkway, 


Mt. Vernon, N. Y.) 
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ADJUSTING TO NEW FREIGHT COSTS 


Tui ramroaps have obtained a 6 to 7 
per cent boost from the ICC. Truckers 
have received or are asking for increases 
to put them on equal footing with the 
rails. The air carriers have already put 
higher tariffs into effect. These new pat- 
terns, on top of already stiff freight 
charges, are leading many companies to 
review their whole trafic program for 
possible savings. 

Some firms are adopting traffic charts 
for the first time to guide them in the 
selection of routes and carriers. Com- 
panies already using charts are reviewing 
them for needed revisions. An up-to-date 
trafic chart will help show where it be- 
comes economical to use one form of 
transportation instead of another. It will 
give you a quick check on the value of 
premium service. Where truck and rail 
charges are the same, it may point out 
that delivery time for truck is much less. 
A detailed route chart will also tell you 
which carriers actually offer service be- 
tween specific points. 

To get maximum value from rate and 
routing charts, note these points par- 
ticularly: 

1. Remember that charts don’t have to 
be complex to be workable 


2. Keep your charts up to date; other- 
wise they may be dangerously misleading. 
Get the latest rail and truck tariffs; be 
sure you receive supplements as soon as 
they are issued; and, most important, 
check tariffs from rail lines or truckers 
you aren't using now. 

3. Ask your traffic man for periodic 
summaries of how broad changes in rates 
and trends in freight costs affect your 
product, supply sources, and markets. Of 
prime importance, he should keep abreast 
of proposed rate changes and analyze their 
potential effects. 

Don’t overlook the fact that the traf- 
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fic man is often in the best position to 
recommend steps for cutting costs by buy- 
ing from a supplier more favorably lo- 
cated, shifting warehouse location, or ship- 
ping the commodity in a slightly different 
form to take advantage of a lower rate or 
reduced weight. Many companies haven't 
noted, for example, that some of their 
bulk raw materials might be reduced in 
weight by upgrading. 

Do you know your rights under the 
Interstate Commerce Act? Even though 
you don’t exercise them, ICC “shippers’ 
privileges” may improve your bargaining 
position with your carrier. Two important 
points: First, shippers have the right to 
contest unfavorable classification of their 
products. Second, by careful examination 
of special ICC rulings some shippers have 
discovered that published rates can violate 
the law even though they appear in the 
carrier's tariff. 

Have you checked to see whether there 
are alternate descriptions of your artiele? 
The railroad tariff books are cluttered 
with tens of thousands of different com- 
modity classifications. In many cases, the 
same product is designated under a num- 
ber of headings, each of which takes a 
different freight rate. 

Another possible saving lies in the use 
of mixed shipments. It may pay to break 
up the shipment because, packed in one 
container, the rate for the shipment is the 
one applicable to the article taking the 
highest freight charge. Also, a saving may 
be made in designing products for the 
most compact packing. And you pay the 
minimum rate of freight even though you 
ship less-than-minimum quantities. 

When space is not available at a ter- 
minal point, shippers often arrange to have 
their goods stored at an intermediate ware- 
house. By applying to the carrier for an 


‘in-transit storage privilege you may be 
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able to get a carload rate for the shipment 
from origin to destination, including in- 
transit warehouse privilege. The carrier 
may also extend the privilege to include 
fabrication at the storage point. 

Buyers can give shippers detailed ship- 
ping instructions, partial shipping instruc- 
tions, or no shipping instructions at all. 
If the shipper is in a position to exercise 
better judgment than the consignee, he 
Bhould be allowed freedom; but, if you 


natives for each shipment, detailed instruc- 
tions from the buyer can pay off hand- 
somely. 

How promptly do the various carriers 
handle claims? This may be a factor in 
deciding means of shipment. Carriers are 
prompt payers when they feel sure that 
the claim is reasonable and full informa- 
tion has been given them. And you can 
insist on interest payments if your claim 
hasn't been handled six months after sub- 


have a big enough staff to study the alter’ mission. 


—Operations Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), June 3, 1952. 


Guide for Would-Be Subcontractors 


“LOCATE THE BOTTLENECK that is slowing output on a prime contract,” says the 
U. S. Chamber of Commerce in a booklet entitled Subcontracting for Defense. 
“Then show the contractor how to meet his difficulties through use of your plant 
under a subcontract.” 

To uncover business, the Chamber advises starting with defense producers who 
know the subcontractor’s record and capacities. Likely prospects are large com- 
panies that customarily do subcontracting in volume. Automobile and aircraft makers 
are given as examples. 

Decision to spread the defense mobilization program over a longer period, says 
the Chamber, means that successful subcontract bidders can look forward to steadier 
long-range employment in their plants, even though the immediate result may be 
sharper competition among subcontractors. 

Surveys indicate that half the money received on some major prime contracts is 
paid out to subcontractors and suppliers. Many orders placed under earlier military 
appropriations still have to reach the subcontracting stage. That means continuing 
future subcontracts to those who will search out opportunities and go after them 
with vigor. 

Manufacturers interested may obtain Subcontracting for Defense at 50 cents a 
copy from the Chamber of Commerce of the United States, Washington 6, D. C. 








Seek Solution to Workers with “Rusty” Touch 


THE ““RUSTERS” are running up production costs in the metalworking industries, and 
company doctors and nurses are facing a difficult task in trying to identify them. 

The “rusters,”” according to Dr. E. C. Binstadt of the Cincinnati Milling Machine 
Company, are a small group of industrial workers who have an abnormality of 
the sweat glands and whose finger touch causes metal to rust. 

“From time to time in the shop a batch of dry finished parts of cast iron or 
steel will show up with deeply etched rusty fingerprint marks where the ‘ruster’ 
has handled them,” Dr. Binstadt told a recent meeting of the American Associa- 
tion of Industrial Nurses at the 1952 Industrial Health Conference. “In precision- 
finished parts this becomes quite costly because complete regrinding or recutting 
is necessary,” the physician added. 

The only way of identifying the “rusters” is through checking each employee 
who came in contact with the damaged parts, it was pointed out. When the 
“culprit” is found, he can be transferred to another job. 
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QUALITY CONTROL—YOU'LL NEED A SYSTEM. 
By C. W. Kennedy. Steel (Penton Building, 
Cleveland 13, Ohio), May 19, 1952. If you 
are working on a government contract and are 
stumped by the stiff specifications, you will 
need an adequate system of quality control. 
In this article, Pantex Manufacturing Company 
tells how it solved the problem. Its method 
involves the use of average and range charts 
which supply management with a record of any 
machine's ability quality-wise. These charts 
show the tendencies of machine and operator 
toward or away from desirable quality levels. 


TEAMWORK SPEEDS PRODUCTION AT AINS- 
WORTH. Production Engineering and Manage- 
ment (2842 West Grand Boulevard, Detroit 2, 
Mich.), May, 1952. The Ainsworth Manu- 
facturing Corporation of Detroit is a supplier 
of subassemblies to practically the entire auto- 
mobile industry. Some significant reasons for 
the company’s growth over the past 40 years 
in a highly competitive field, from a two-man 
outfit to a corporation, are considered in the 
areas of engineering for production; diversi- 
fication of products; materials handling; pre- 
ventive maintenance; plant layout; management 
training; quality control; and planning. Some 
basic ingredients for success: flexibility; team- 
work; and a planned system of methods. 


INDUSTRIAL SIGHT CONSERVATION. Mechanical 
Engineering (29 West 39 Street, New York 
18, N. Y.), May, 1952. Approximately 98 per 
cent of all industrial eye injuries can be pre- 
vented through use of standard safety practices, 
according to this article, which describes the 
sight-conservation program advocated by the 
National Society for the Prevention of Blind- 
ness. Testing for basic visual skills, analyzing 
jobs for visual factors, providing eye-safety 
equipment and emergency eye care, and group 
and individual education in eye health and 
safety are among the features of this program. 


INDUSTRIAL ENGINEERS ADVISED ON PLANT FIRE 
PREVENTION THROUGH PROPER METHODS OF 
MACHINERY LUBRICATION. By Gilbert E. 
Stecher. The Weekly Underwriter (116 John 
Street, New York 38, N. Y.), March 29, 1952. 
Though lubrication has an important industrial 
function in conserving power by reducing the 
friction of moving machinery parts, it is also 
a fire hazard. This article considers the re- 
spective ignition points of various lubricants 
and also lists certain lubrication methods which 
may be likely to cause trouble. Some of these 
are the drop feed, the wick feed, bottle oilers, 
and ring oilers. 
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HOW TO STANDARDIZE WITHOUT SACRIFICING 
THE BENEFITS OF TECHNICAL ADVANCES. By 
William C. Newberg. Manufacturing and In- 
dustrial Engineering (73 Richmond Street 
West, Toronto 1, Canada), March, 1952. 
The author describes the techniques Chrysler 
Corporation uses to maintain standards with- 
out interfering with technological advances. 
He emphasizes that a standard is a tool, a 
means to an end, not an end in itself, and 
therefore in setting up standards performance, 
production, maintenance, and their effect upon 
each other should be considered. 


HOW TO SET UP A PRACTICAL ACCIDENT PRE- 
VENTION PROGRAM. By J. Paterson. Manu- 
facturing and Industrial Engineering (73 Riche 
mond Street West, Toronto 1, Canada), 
March, 1952. Although enthusiastic man- 
agement support, a skillful safety engineer, 
a well-organized, active, safety committee, and 
a good medical department are all contributing 
factors to an cfactive safety program, the 
author of this article believes that safety stands 
or falls on procedures instituted by the foreman 
in his department. Therefore, while all five 
factors are discussed, special attention is dee 
voted to foreman-initiated safety measures. 


TOMORROW'S PURCHASING PROBLEM MUST BE 
FACED TODAY. By Elmer L. Lindseth. Pur- 
chasing (205 East 42 Street, New York 17, 
N. Y.), April, 1952. A major problem facing 
management today is the necessity to provide 
an adequate staff for its purchasing depart- 
ments. A three-point program for accomplish 
ing this is described in this article. In addition 
to doing an effective recruiting job, manage 
ment must train and develop men not only 
for routine buying tasks but for leadership and 
must provide incentives to keep them in the 
purchasing field. : 


TEN WAYS TO PROTECT THE MOST IMPORTANT 
ASSET. By Major David A. Robbins. Manu- 
facturing and Industrial Engineering (72 
Richmond Street West, Toronto 1, Canada), 
April, 1952. In this synopsis of a paper pre- 
sented at a recent meeting of the Industrial 
Accident Prevention Association, the author 
lists 10 factors which characterize the pro- 
grams used by firms in the Hamilton, On- 
tario, district to achieve increased plant safety. 
They are: (1) management responsibility for 
the program, (2) foremen and employee per- 
sonal contact, (3) foremen’s safety training, 
(4) new employee training, (5) medical care 
of employees, (6) poster, scoreboards, and 
safety rules, (7) safety equipment, (8) sug- 
gestion system, (9) investigation of injuries, 
and (10) safety inspection. 
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THE SEVEN DEADLY PITFALLS FOR SALESMEN 


Tere are sEvEN deadly pitfalls for 
salesmen in a defense economy. As many 
of us know, certain things can happen 
psychologically as well as materially to a 
selling organization when there is a sud- 
den shortage of goods and when cus- 
tomers, who are clamoring for what they 
desperately need, must be put on some 
kind of system of allocation. In order to 
dramatize those pitfalls to your salesmen, 
we have wrapped them up in capsule 
form, as follows: 
| Pitfall No. 1 is the tendency to get off 
the street and on the telephone. There 
p has been a widespread feeling among too 
' many salesmen under allocations that they 
tno longer need to make the call. They 
Fcan write a letter or they can wait for 
'their account and their customer to get 
fin touch with them. 


Pitfall No. 2 is what I call the “wailing 
wall’’—for those few salesmen who con- 
stitute the “sour-puss brigade.” They are 
the men who take a pessimistic attitude. 
They cry and complain about the few 
things that their houses don't have in 
abundance or in adequate supply. They 
don’t seem to realize that in their ware- 
houses or their factories there still are 
items that can be sold—items waiting to 
be sold. They are the men who fear to 
face the irate customer—the customer who 
is angry because he can't get all he wants 
and who believes, perhaps, that somebody 
else is getting his share of scarce mer- 
chandise. Salesmen worthy of the name 
shouldn't fear facing such a customer in 
a forthright way and explaining the situa- 
tion to him. 

Pitfall No. 


3 is identified as “‘cats and 
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dogs,” or lines of merchandise taken on 
as sidelines and stopgaps. In time of 
shortage, salesmen go to the heads of their 
houses and say, “Let’s take on this addi- 
tional line.” Perhaps the line bears no 
relationship to your regular lines or to 
your market. But good salesmen are per- 
suasive. So you take the new line on. 
And where does it end up? Probably in 
your inventory. When you again have a 
normal market to sell, you say to your 
salesmen, “Boys, look at what I’m stuck 
with. Let’s go out and sell this stuff.” 
And then therell be more alibis than 
you've heard in all your life about why 
nobody wants to buy. 


Pitfall No. 4 is the “get even” attitude. 
Certain salesmen burn with a desire to 
get even with buyers—buyers who have 
kept them waiting, buyers who have 
pushed them around, buyers who have 
accused them of favoring other buyers. 
Needless to say, salesmen just can’t play 
that way. The buyer is an economic fac- 
tor upon whom we're constantly depend- 
ent. 


Pitfall No. 5 is the prices alibi. As a 
sales manager, it always grieves me to 
hear salesmen offer weak excuses about 
the higher prices they're charging. Some- 
times you hear salesmen say, “Oh, well, 
I guess the house is taking advantage of 
the situation.” Why should salesmen do 
that? Why can’t salesmen translate higher 
prices into terms of greater value to the 
buyer—value in terms of profit to him, in 
terms of economies to him, in terms of 
the many ways in which our products or 
our services will benefit him? 


Pitfall No. 6 is failure to make friends. 
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I've heard salesmen say, “Why bother 
people when you've nothing to offer? The 
truth of the matter is that, while mer- 
chandise may be scarce, this is a wonder- 
ful time to establish new contacts. Even 
though a salesman calls without an order 
book, the first thing he sells in a new con- 
tact is his own personality, his integrity, 
his ability to understand a prospect’s prob- 
lems and to translate those problems into 
terms of goods or services. This is an 
ideal time to find out about future cus- 
tomers’ needs. This is the time when 
smart salesmen start building the kind of 
prospect list to which—when our economy 
returns to normal—they really can sell. 


Pitfall No. 7 turns out to be worse than 
a pitfall. It is a deep rut. Consider the 
veteran salesmen who think they have ar- 
rived at a stage where they can pick or 
choose what they will do—if they do it 
at all. They lean back on their oars. For 
them the challenge of change is too much. 
It demands new and different thinking. 
And they'll have none of it. As time 
goes on, the ruts wear deeper and deeper. 
I suggest that you arouse your men to a 
realization that this is a time of transi- 
tion, that the old ways have gone, that 
we've crossed the threshold into a new era 
—and that change does not lead to failure. 


—From an address by Fen K. DoscHer before the 16th Annual International Distribution 
Congress and Sales Equipment Fair. 


SALES CONTESTS: WILL THEY GIVE THAT EXTRA PUSH? 


How can invustry impose a hard-hit- 


ting attitude on salesmen still recovering 
from years of easy orders? In summon: 
ing up every device they ever knew, 
executives are reviving an old belle of the 
incentive system: contests. The current 
crop, however, aims less at rewarding star 
salesmen for reaching astronomical sales 
peaks than at making every man a winner. 

The most successful contests—in terms 
of measurable results—are those which are 
directed at solving specific problems. E. R. 
Squibb & Sons, for example, has been 
running a year-long “Go-Getter” contest 
for 30 years, but finds it necessary to have 
as many as three additional short contests 
for spot objectives like pushing a par- 
ticular item or calling more intensively on 
druggists or physicians. 

Companies in traditional contest-giving 
industries like drugs, appliances, and in- 
surance often have the annual, all-year 
contest for top-volume men. In general, 
however, the top-man idea, with a sub- 
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stantial prize for the outstanding star, is 
giving way to the concept of pulling in 
the middle and low producers and offer- 
ing them an achievable incentive. That's 
why most contests run on scoring systems 
with points awarded for every small 
achievement. Thus almost every salesman 
can win something and, more important, 
management can direct effort where it 
wants to. 

Awards, being the biggest hook of amy 
campaign, deserve most careful considera- 
tion. The choice depends on the contest’s 
objective and type of salesman involved. 

For example, while merchandise prizes 
are increasingly popular, some companies 
don’t like them. Some, for example, feel 
that the merchandise isn’t enough of an 
incentive because the men can afford to 
buy it themselves. For others, such 
awards have many advantages. Unlike 
cash which can be dissipated easily, mer- 
chandise offers: (1) a lasting reminder of 
achievement; and (2) an opportunity to 
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get the family into the contest to egg the 
salesman on (the majority of merchandise 
selections are for the home). 

Trips are another popular form of pay- 
off. Some companies with a large roster 
of winners use the trip as a good excuse 
for a semi-sales conclave. Incidentally, 
most trip awards today provide for in- 
cluding the salesman’s wife. Some com- 
panies defray nearly all the wife's costs 
go that the “prize” will not be too costly 
to accept. 

The salesman who hoards his orders 
before a contest, rushes up the new ones, 
and then relaxes when it’s all over is the 
Rightmare of the sales executive. An ef- 
fective four-point program for counter- 
acting this abuse is to tie the contest’s ob- 
jective to a new sales skill, a new cus- 
fomer, a new habit or attitude. 

’ Many have achieved this goal. When 
Squibb ran a two-month campaign on a 
Mew tablet, the company asked for a 50 
per cent increase in the going sales rate. 


Fi —Modern Industry 


During the contest period sales rose 154 
per cent over the objective and then set- 
tled down afterward to 50 per cent more 
than the old volume. The reason for this 
was that the contest stressed intensified 
“detail” calls among dentists and doctors 
who continued to prescribe the tablet after 
the contest period. 

Minneapolis-Honeywell ran a heating 
equipment contest last summer and proved 
that 6,000 orders could be written even in 
off-season—a lesson which stays with the 
salesmen. 

How much will the contest cost? If the 
reward is based on increased sales volume, 
it’s a simple matter to make any contest 
self-liquidating by determining the per- 
centage of increased sales volume you can 
award in prizes. For other, nonselling ob- 
jectives, like increasing display installa- 
tions and making missionary calls, only 
the seriousness of the problem can de- 
termine the value of the expenditure. 


. May, 1952, p. 57:5. 


Sales or Profits? 


TOO OFTEN, in a period of declining demand, an attempt is made to maintain 


previous sales volume, so that “the equipment won't just sit.” 


Unfortunately, this 


results in “loss” sales rather than in any increase in sales. 
It must be remembered that a reduction in price in order to gain sales auto- 


matically narrows the profit area. 


Actually, in many cases, it is easier to maintain 


profit volume than sales volume, for profit volume can often be adjusted through 
corrections and changes within the company, eliminating the need for facing the 
outside market with its many unpredictable and variable factors. 

For example, it can be easily seen that a company which operates on a 10 per 
cent margin would have to increase its sales by $1,000 in order to increase its profit 


by $100. 


Yet, in so many cases, an increase in profit of $100 can be achieved 


simply through a reduction in operating costs of this same $100. 
Basically, when there is a decline in sales volume, “increased sales” may be found 


within a company as well as in the marketplace. 


be as exact as possible. 


It is important that cost figures 


In this way, it is immediately known what products carry 
the highest margins and what these margins represent. 


This will provide the first 


index as to which products must be promoted by the sales force and which must 
be exainined with an eye to cost reduction in terms cf methods of operation. 

Cost reductions may frequently be accomplished through properly engineered 
procedures that result in no decline in operational performance or quality and no 


great hardship for the individuals affected. 


—KennetuH J. Eaton in American Paper Converter 6/52 
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DOES YOUR SALES FORCE KNOW HOW TO SELL 


THE NEGRO TRADE? 


Tue NEGRO MARKET is a $15. billion 
market. It is ripe and ready. In the 17 
largest cities the Negro population is vir- 
tually a “city within a city,” representing 
from 15 to 42 per cent of the total popula- 
tion. The Negro market is twice as big 
as the total population of Belgium, Greece 
or Australia—and it’s right here at home. 
When it is properly approached, it pays 
off handsomely. But too often results are 
not as good as they might be, and in many 
cases the fault lies with a poorly trained 
sales force. 

The support of the Negro retailer and 
of personnel in stores catering to Negro 
trade is essential to success in this market. 
Yet it is precisely in this area that many 
sales forces fall down. The Negro re- 
tailer wants to be treated like everyone 


else—not better, not worse, not differently 
He wants the salesman to act naturally— 
as naturally as if he were calling on a 
white retailer. 


The Negro is sensitive to any lack of 
tact and resents it when the salesman 
brings “race” into the business picture by 
his attitude, remarks, or actions. This is 
true whether the salesman does it con- 
sciously or unconsciously. The Negro bus- 
iness man wants to do business with those 
salesmen with whom he feels at ease, who 
give him no cause for resentment. 

One serious error concerns patronizing. 
It may take two forms. One is treating 
the retailer with condescension. The other 
is being over-familiar and taking liberties 
in speech or action, which one would not 
take with others. There are some sales- 
men who imitate what they consider a 
southern Negro accent, telling dialect 
stories. It may come as a surprise, but 
there are still some salesmen who repeat- 
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edly use the phrase, “Some of my best 
friends are Negroes.” 

Another serious error made by sales- 
men is “pigeon-holing.” The Negro re- 
sents being put into certain character roles 
or Negro types. Some salesmen have a 
habit of trying to ingratiate themselves 
with the retailer by dropping such names 
as Marian Anderson, Ralph Bunche, Duke 
Ellington, Joe Louis, etc. But when these 
salesmen make these references without 
any particular reason they fool no one 
and may be resented. Your Negro re- 
tailer may be no more interested in Joe 
Louis or Duke Ellington than a white re- 
tailer is interested in Jack Dempsey or 
Paul Whiteman. Of course, if he does 
show interest—then by all means talk 
freely. It’s as simple as that. 

From long experience in this field, we 
have arrived at a fairly sound set of “do's 
and don'ts” for salesmen calling on Negro 
retailers. Here they are: 


1. Instruct salesmen to be friendly. Don’t 
use first names unless the Negro cus- 
tomer indicates willingness to “trade” 
names. 

Treat each colored person as an indi- 
vidual. 

Talk on the same level as with other 
customers. 


In non-Negro owned stores don't con- 
centrate exclusively on the owner or 
manager. Remember the sales people, 
stock helpers, cashiers, etc., who can 
push your products in many little ways. 
Sell the quantity and quality they can 
resell. 

Show the sales people how to sell your 
product more effectively. 

In conversation, don’t use the terms 
“nigger,” ““Negress,” “darky,” “boy,” 
“black man.” Do not “pigeon-hole™ 
him into any class. 

Don't set up contest prizes that a 
Negro winner could not enjoy, such as 
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a free trip to Miami Beach, or a new 
house in an area where the Negro 
might not want to live. It might pay 
to have an alternative prize available, 
but be sure the alternative is offered 
to everyone—not just Negroes. 


Refer to Negroes as “colored people” 
if regional accent tends toward mis- 
pronunciation. Either “Negro” or 
“colored” is acceptable, however. 


Don't try to unload a second line—or 
a not-so-popular line on the Negro re- 
tailer. 


Avoid perpetuating the stereotype of 
the happy-go-lucky menial, the stupid, 
ghost-frightened or “Uncle Tom” serv- 
ant, or the fat, over-jovial “mammy.” 


A Negro consumer is brand-conscious 
and generally buys higher priced mer- 
Ghandise. Thus it is easy to understand 

hy a certain cigarette company a few 
dl ago failed in its effort to snare the 
then low-income Negro market by empha- 
more-for-the-money as the reason 

r buying its dime cigarettes. The pro- 


smoke the top brands. To a Negro in- 
dulgence in luxury is a vindication of his 
belief in his ability to match the best ot 
white men. Also, many Negroes have be- 
come acquainted with expensive merchan- 
dise through working with wealthy white 
people. Just as soon as they have the 
money they immediately purchase the 
items they know through their employ- 
ment. 

All this adds up to one thing: The ad- 
vertiser, his agency, and his sales force 
must first accept the Negro as a proud 
and sensitive American. Negro people 
are a nation within a nation, but their 
nationalism is Americanism. Negroes have 
their own loyalties and a sharp sense to 
recognize when they are being patronized, 
when they are being accepted on the 
same level. In other words, any white 
person trying to reach a Negro—whether 
through advertising copy or over the sales 
counter—must exercise an extraordinary 
amount of common sense and judgment. 


am was a flop. Negroes would rather 


—JouHN H. Jonnson (Editor and Publisher of Ebony, Tan, and Jet). 
Advertising Age, March 17, 1952, p. 73:2. 


The Industrial Buyer Speaks Up 


TO PROVIDE industrial distributors with information on industrial buyers’ attitudes 
and needs, Industrial Distribution recently surveyed buyers in eight typical cities. 
Answers to questions in the survey revealed: 

1. A vast majority of industrial buyers believe distributors are doing a good job. 

2. More than 50 per cent of the buyers regard some one distributor as a chief 
supplier. 

3. “Most complete stocks’ was mentioned most frequently by buyers as the 
reason for giving a single distributor a major part of their business. 

4. Catalogues are valued by buyers and used primarily for checking specifications. 

5. A majority of buyers want prices included in catalogues even though they 
recognize that the prices are not firm. 

6. Most buyers want catalogues to include both stock items and items the dis- 
tributor can obtain. 





THE CHANGING MARKET: One out of every 13 persons makes up the market em- 
bracing people over 65. Investigation shows that these oldsters have money to 
spend and will have more as pension plans mature. They have more time to travel; 
favor warm climate areas; spend more dollars for medicine, and heating and cooling 
devices—and less for alcoholic beverages. 

—Industrial Distribution 5/52 
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USING TESTS IN HIRING SALESMEN 


Aptituve tests measuring salesmen’s 
emotional miakeup—attitudes, _ stability, 
maturity—are widely used these days to 
supplement the regular application and 
interview, but many sales executives still 
wonder whether they're worth the 
trouble. What do aptitude tests really 
prove? Can they be used as an absolute 
yardstick for hiring men? Do they really 
reduce turnover? 

To find answers to these questions, 
a survey was made recently of consultants 
and companies which have used or con- 
sidered the use of psychological tests. 
Over-all, the survey indicated that testing 
techniques can be of great value when 
used as a check on your personal ap- 
praisal of an applicant and his experience 
record. But if the wrong tests are used 
or if results are improperly interpreted 
or given too much weight, the whole pro- 
cedure may be a complete waste of time. 

In order to use these tests to the best 
possible advantage the company should 
first find out what they measure. A man’s 
so-called “inner qualities” aren't always 
apparent in an interview and aren't dis- 
closed in job applications and résumés, ac- 
cording to psychologists. Tests, however, 
can supply reliable information concern- 
ing such qualities as: (1) Sales aptitude. 
“Selling sense” and relative interest in sell- 
ing tangibles and intangibles; reasons the 
man likes to sell. (2) Personality. Ability 
to take turn-downs in his stride; ability to 
control interviews and situations; confi- 
dence in ability to succeed; aggressiveness, 
driving power, and degree of self-sufh- 
ciency. (3) Mental ability. Ability to 
learn quickly and adapt to training; accu- 
racy in finding answers under pressure; 
speed in arriving at conclusions. (4) Per- 
sonal adjustment. Capacity for self-control 
in business situations and determination to 
reach goals and objectives; tendency 
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toward personal and domestic happiness; 
how he gets along with others. (5) Social 
intelligence. How he sizes up people in 
face-to-face situations; sense of humor, 
tact, and ability to judge human behavior. 

Can tests really measure these qualities? 
It all depends on the type of examination 
and the skill of the person who interprets 
the results. Generally, companies use 
one of three approaches when employing 
aptitude tests to select salesmen: 

1. A test consultant draws conclusions 
from results of standard tests, checked 
against job descriptions supplied by the 
employer or against his own standards 
based on experience in testing sales appli- 
cants. 

2. The clinical approach uses “pro 
jective tests,” in addition to personality 
questionnaires. In interpreting results, 
the testing lab stresses emotional maturity 
and probable compatibility of a man with 
the job and his associates-to-be. If these 
factors are major problems for your par- 
ticular selling jobs, then the clinical ap- 
proach should be investigated. 

3. The company has a battery of 
standard tests made up by a consultant 
to fit its specific needs. Since each com- 
pany has its own unique problems in sell- 
ing, this approach is generally the sound- 
est one. 

If you decide to put a testing program 
into operation, certain precautions should 
be taken. First, don’t undertake any such 
program without the aid of a professional 
consultant. When the program is pro- 
ceeding smoothly, it can be administered 
by your own people after special training 
by the consultant. Help in selecting the 
right consultant can be obtained from 
the American Psychological Association 
which lists in its membership directory 
the 150 industrial psychologists in the 
country who have been designated Diplo- 
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mates by the American Board of Examin- 
ers in Professional Psychology. The test- 
ing facilities of state and private univer- 
sities throughout the country should also 
be investigated, especially since the cost 
of their services is usually less than that 
of a private consultant. 

Second, don’t go ahead with testing 
until you and your consultant have 
reached an agreement on what qualities 
and abilities make a good salesman. 

Third, don’t rely completely on testing 
devices. The results are not substitutes 
for the judgment of experienced and 
competent sales managers. For maximum 
value, test results must be integrated 


with information gleaned from résumés, 
experience with the existing sales force, 
and your own appraisal. 

Finally, appraise the tests before using 
them. The organization that prepared 
the tests should be able to furnish proof 
of their soundness on the basis of past 
use. A company using a tailor-made 
battery of tests can, in addition, deter- 
mine its reliability for its particular opera- 
tions by: (a) giving tests to new salesmen 
and checking results against their per- 
formance over a period of time; or (b) 
giving tests to the existing sales force, and 
noting how results jibe with the men’s 
known performances and characteristics. 


—Distribution Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), May 13, 1952. 


CRADLE TO GRAVE ON EASY TERMS 


/ Now ctuat THE government has lifted 


' controls on installment selling, the Ameri- 
‘can family is hypothetically free once 
} again to splurge recklessly on television 
‘sets, automobiles, furniture, washing 
machines, jewelry—these being our favor- 
ite flings under the blessings of a financial 
miracle called consumer credit. 

The ordinary life cycle in the United 
States starts with a lay-away plan in the 
baby department of a convenient store, 
wends its way past the diamond counter 
of a credit jeweler, finds shelter beneath 
an F. H. A. mortgage and is eventually 
laid to rest in a time-payment cemetery 
plot. After that, presumably, the terms 
are strictly cash. 

Thus it is that more than half of 
everything sold across retail counters in 
this country is by paper transactions in- 
volving only token exchanges of real 
money. About 5,000,000 American 
families share their automobiles with the 
finance company. Three out of four 
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dollars spent in most furniture stores are 
on the installment plan. After Korea, in- 
stallment buying in the United States 
reached $13.5 billions, or roughly four 
times the peak under the paper moon of 
the twenties. 

There is, of course, nothing reprehen- 
sible about the institution of installment 
selling. As economists point out, the in- 
stallment process puts articles of consid- 
erable worth in the hands of people of 
moderate means who would otherwise be 
unable to buy. Such sales also make pos- 
sible volume prices which enable more 
people to buy, creating new jobs and 
still more demand. 

The cycle also works in another way. 
The labor-saving gadgets bought on the 
installment plan increase our leisure hours. 
That stimulates the purchase of radios 
and television sets for our entertainment 
and diversion. Under the impact of the 
seductive commercials which gush forth 
from these new possessions, our last re- 
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maining sales resistance crumbles to dust. 
So we dash out to buy more gadgets. . . 


Installment selling has a lore of its 
own which has enriched the language 
with expressive ways for describing the 
wayward debtor. A slow-pay, for in- 
stance, is a cultural borrowing from the 
charge-account world, a type of cus- 
tomer who rates himself more genteel 
than installment buyers. 

A deadbeat, in the purest use of the 
term, is an individual who has the very 
best of intentions but simply does not 
possess the will power to pay up his 
installment obligations. Such a type is 
to be distinguished from a deliberate 
schemer like the repeater, who tries to 
swing more than one loan on the same 
piece of merchandise, or a skip, awaiting 
the chance to kidnap his no-down-pay- 
ment purchase and move to a new ad- 
dress. Salesmen abhor the clutch, a spe- 
cial kind of character who insists on read- 
ing the fine print on his installment con- 
tract before signing. 

Time buyers themselves are full of 
quirks. When buying mechanical goods, 
people generally seem to fear that if 
there is a defect, the buyer will be left 
holding the bag. Families with substan- 
tial savings accounts often make it a habit 
to pay credit prices on the theory that 
they will get superior service if the seller 
still owns a stake in the equipment. In 
the “soft’’ goods lines—books, clothing, 
etc.—the big danger is that customers 
will tire of the merchandise before it is 


paid for. It takes a discreet collector to 
come back with money instead of the 
goods. 

Repossessions, incidentally, are likely to 
occur more often in a large city than in 
one of its nearby suburbs, just because the 
suburb is more neighborly. The public 
humiliation of a collection van in front 
of the door is more obvious there. When 
the account is too far out from the city, 
however, an opposite trend begins to take 
hold. City people who lose their jobs 
find new ones faster. TV sets have turned 
out to be blue-ribbon risks, however, be- 
cause TV addicts will part with almost 
anything else first. 

Such considerations have raised the 
entire operation of installment collections 
to the level of a fine art, and past-due 
letters are beginning to achieve a lofty 
place in the literature of our times. They 
usually begin with what is termed in the 
trade the Gentle Reminder, progress by 
easy stages to a _Better-Protect-Your- 
Credit warning and, when the decisive 
moment arrives to cast subtlety to the 
winds, sharpen into the stern demand for 
Immediate Remittance. The going rate 
in New York for a lawyer's signature on 
the ultimate masterpiece, We Will Have 
to Take Legal Action, is 20 cents per 
missive, letterhead included. 

When all is said and done, the easy- 
payment plan has been an effective am 
swer to problems of self-discipline in 
human nature. The difficult we can buy 
immediately; the impossible just takes a 
little longer. 


—PeENN KIMBALL. The New York Times Magazine, June 1, 1952, p. 15:1. 


What About Automatic Vending? 


“YOU AIN'T HEARD nothin’ yet,” the late Al Jolson would bellow after a third 


encore. 


That's the way the vending machine industry feels about itself at this time. 
Despite record gains in all phases of the industry within the past few years, 
spokesmen say they haven't even scratched the surface of automatic selling. 

Before the war there were about a million vending machines in use. There are 
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more than three million around now, and it’s estimated the machines last year 


dispensed merchandise worth about $1,200,000,000 at the retail level. 


That's 


about 20 per cent more than in 1950 and almost twice as much as in 1946. 

The National Retail Dry Goods Association says it isn’t worried about the vend- 
ing machine's replacing the salesman. Howard Abrahams, NRDGA sales promo- 
tion manager, admits that the convenience of the machines and the high cost of 
personal selling are contributing to the growth of vending machines, but he says 
retail stores feel more competition from supermarkets selling nongrocery items 


than they do from vending machines. 


However, the experts have estimated that there are nearly half as many vending 
machines as retail salespersons in the country, and some say it won't be long before 


the machines outnumber the salespeople. 


—Printers’ Ink 3/28/52 
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1S A TRADE SHOW WORTH THE MONEY OR 
SHOULD THE BUDGET GO TO SALESMEN? By 
‘John T. Fosdick. Sales Meetings (13th and 
nay Streets, Philadelphia 7, Penna.), April, 
£1952. Instead of relying on prejudice or 
opinion to determine whether participation in 
trade shows was worth while, a company hired 
fan outside research firm to analyze one of its 
jexhibits and the results achieved. This is an 
account of that analysis and the information 
it brought to light. Not only was the exhibit 
hown to have produced important prospects, 
mbut the analysis pointed up various ways in 
hich future exhibits could be improved. 


“CONSUMER FINANCE COMPANY CHARGES: 
J. By Clyde William Phelps. The Journal of 
Rtatheting (1525 East 53 Street, Chicago 15, 
Wil.), April, 1952. The costs of operation of 
consumer finance companies, as well as their 
mates of charge, have been the highest of all 
MMajor agencies serving consumer borrowers; 
tyet, next to commercial banks, they are the 
most important source of consumer installment 
loans, with $1,191,000,000 outstanding as of 
October 31, 1951. This article examines the 
companies’ market and operations, and an- 
alyzes their periods of cost and rate reduction. 


WOMEN’S CLUBS: WHY THEY 
TO BUSINESS ... Tide (232 Madison Avenue, 
New York 17, N. Y.), March 14, 1992. 
Women’s clubs in the U. S. have a member- 
ship of 32,000,000 women, many of whom are 
leaders in their own communities. These 
groups are being recognized by more and more 
companies as an effective channel for mar- 
keting ideas and products. This article describes 
how they can be reached and used more effec- 
tively through speakers, films, and packaged 
programs. 


ARE IMPORTANT 
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HOW DO SALESMEN AND CONSUMERS REACT TO 
“IDENTIFIED” SALES AUTOS? Printers’ Ink (205 
East 42 Street, New York 17, N. Y.), March 
21, 1952. The survey of company practices 
on which this article is based discloses that 
most companies do not identify salesmen’s 
cars and consider such identification poor 
policy. Among the reasons advanced are a 
belief that the advertising value of such a 
practice is questionable and the fact that 
salesmen resent driving identified cars. 


WHY DO PEOPLE BUY? Fortune (9 Rockefeller 
Plaza, New York 20, N. Y.), April, 1952. 
If selling is to keep consumption in line with 
production, we must have a better under- 
standing of American consumers. This article 
cites the “savings spree” of 1951 as a vivid 
demonstration of the unpredictability of the 
unsold consumer, the narrow margin between 
boom and recession, and the role that sales- 
manship can play. It concludes that a much 
clearer picture is needed of just who the 
consumer is and precisely what he has bought 
or intends to buy under given conditions. 


FOUR-YEAR RECORD OF PERCENTAGE OF SALES 
SPENT FOR ADVERTISING. Advertising Age 
(801 Second Avenue, New York, N. Y.), 
April 28, 1942. A detailed chart showing 
gross sales and advertising expenditures of 
594,243 United States corporations for each 
of the four years 1945-1948, inclusive, based 
on Bureau of Internal Revenue _ statistics. 
Figures are shown for the following major 
groups: manufacturing; mining and quarrying; 
public utilities; wholesale trade; retail trade; 
service; finance, insurance, and real estate; con- 
struction; and agriculture, forestry, and fishery, 
with numerous subdivisions for each major 
grouping. 
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REVIEWING EXPENSE ACCOUNTS: A STUDY IN CHARACTER 


EDWARD N. HAY 


President, Edward N. Hay & Associates, Inc. 


Everyone has heard stories about the 
salesmen who have the habit of padding 
their expense accounts. One day a sales 
manager, concluding that something was 
wrong with one account, finally dis- 
covered that the salesman had bought an 
overcoat and charged it on his expenses. 
He told the salesman about it in such a 
way as to make him feel that there could 
be no repetition of that sort of thing. 
The salesman was much chagrined. Spring 
came and he needed a topcoat. So he 
bought himself a nice one. In talking 
over his expense account with one of his 
buddies later, he remarked, “The coat is 
there but you can’t see it!” 

With some people, there is an irresist- 
ible impulse to put personal expenses into 
the account. Anyone who regularly has 
the chore of reviewing expense accounts 
is familiar with the difference in the way 
people behave about their expenses. 

You hate to quibble over little things. 
And yet “many a mickle makes a 
muckle.” The problem of reviewing ex- 
pense accounts seems petty at times and is 
an annoying detail. Eventually you get 
in the habit of saving time by automati- 
cally approving certain accounts and 
scrutinizing others. 

Your discrimination is based on your 
study of the character of your people. 
That character is sometimes revealed more 
sharply in an expense account than in 
any other way. This is particularly true 
because you see the accounts week after 
week for a varied assortment of people. 

One of the most irritating individuals 
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I ever supervised was one who, each day, 
arrived with a flower in his button-hole. 
It took me quite a long time to discover 
that “the flower was in the expense ac- 
count but you can’t see it.” This same 
individual always had one of the best 
rooms at the hotel he was stopping at. 
Often he would engage a room with a 
sitting-room adjoining, in order, as he ex- 
pressed it, “to entertain clients and cus- 
tomers with dignity.” 

Another man was the soul of gen- 
erosity with his tips—when he was spend- 
ing his employer's money. When he was 
on his own, he was as “tight” as the pro- 
verbial paper on the wall. 

Some people make liberal use of the 
“miscellaneous” column. Others never 
use it, even for legitimate purposes. One 
man invariably used to charge his laun- 
dry, pressing and haircuts, apparently 
always watching for a long trip for the 
purpose. In his case a long trip meant 
three days or, at the most, four. The 
important thing wasn’t the fact that he 
thought these were legitimate expenses, 
but that nobody else in the organization 
ever dreamed of making such charges. 

I remember one fellow who, when he 
first came with us, asked diffidently 
whether, when he took a client to lunch, 
he should pay for his own or was it the 
custom to charge his lunch, too. I was 
glad to tell him that it was our policy to 
pay his own lunch as well as the client's. 

One man remarked once, with complete 
candor, that all he did in making out his 
expense account was to find out how 
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much money he had when he left town 
and how much remained when he got 


home. The difference was his expense 
account. This is a good method for 
checking on yourself, to be sure that you 
do not overlook legitimate expenses. 
However, in his case, judging by other 
signs, it left plenty of room for haircuts— 
and perhaps even overcoats. 

Somewhere recently I read of a good 
idea in checking on expense accounts. 
This consists in calculating the daily 
average expense over a long enough period 
of time for it to be representative. Then 
Make a bar chart for each individual, 
Showing the average daily expense 
amounts. Do this about every three 
Months and, at the end of a year, you 
will find that the high men are always 

igh and the low men are always low. 
Dne company that has done this merely 
posts the chart as a means of letting 
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everyone know that management knows 
whose expenses are high and whose are 
low. 

After reviewing expense accounts for 
awhile, you know, almost by instinct, the 
character of the new member of the or- 
ganization simply by looking at three or 
four of his expense accounts. In my own 
experience, I have them classified into 
three grades: 

A. Accounts which are never ques- 
tioned; I sign them without examination. 

B. Intermediate accounts which are 
given a more or less routine examination. 
Occasionally some question or comment is 
necessary. 

C. Accounts which are always under 
suspicion until proven otherwise. These 
are studied up and down and across with 
great care. 

You will find it easy to classify your 
men as A, B or C. 


CCOUNTING: NO CENTS IS GOOD SENSE 


CCOUNTANTS FOR YEARS have been 
frying to dispel a general misunderstand- 
ing of one basic fact—that the use of 
@xact figures in the accounts is only a 
fecording device—that many of these 
@xact figures are only representations of 
judgment and estimate. 

Perhaps accountants themselves are to 
blame for the fact that this effort has 
met with only partial success. They 
seem to attach such importance to the 
penny—they spend hours in balancing 
every debit with a credit, they insist on 
such exact perfection in every figure— 
that it is little wonder a false impression 
of the need for exactness exists. 

However, despite these © difficulties 
marked progress has been made in recent 
years. For example, well over 75 per 
cent of the larger companies no longer 
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publish statements which carry figures 
beyond the decimal point. With this 
almost universal recognition that pennies 
have no place in our financial reporting, 
it is somewhat surprising that they are 
treated with such reverence in the books. 
Certainly, pennies in these records serve 
no useful purpose if we have assurance 
that the accounts provide information 
sufficiently exact to operate the business. 

This brings us to a definition of cents- 
less accounting. Simply stated, it means 
keeping the records within acceptable 
tolerances of exactness—zero tolerance in 
the case of the outside accounts having to 
do with taking in or paying out of cash, 
something more than zero tolerance for 
the inside accounts. 

With this imaginative approach, a 
number of companies today are using 
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cents-less accounting with a great deal of 
success. Without exception, their ac- 
counting executives and management are 
pleased with the results. Bookkeeping 
operations have been simplified, month- 
end work loads eased, and the volume of 
clerical work reduced. 

Reduction in payroll costs is, of 
course, one of the most obvious advan- 
tages of cents-less accounting. Dravo 
Corporation in Pittsburgh has reported 
savings in clerical accounting salaries 
directly attributable to penny elimina- 
tion in excess of 10 per cent. 

Though actual salary reductions to this 
extent are undoubtedly possible in many 
companies, this possibility should not be 
the major factor to consider in the adop- 
tion of cents-less accounting. Two com- 
panies in other lines of business have re- 
ported no substantial savings, but their 
accounting executives are enthusiastic for 
other reasons. 

Time Incorporated has found that 
cents-less accounting alone has resulted in 
significant reductions in statement pre- 
paration time and the elimination of clos- 
ing overtime. In addition, improvements 
in statement appearance and readability 
have resulted from elimination of pennies 
on the statements. Operating executives 
are pleased that they no longer have to 
search through the pennies to find the 
significance of the dollars. 

The other company has been able to 
trim a complete day from its closing 
schedule in typing time alone. Space 
savings on large statements not only make 
for better appearance but in some cases 
provide room for presentation of related 
operating information on the same page. 

A general lessening of errors is a by- 
product benefit which cannot be ignored. 
Assuming 40 per cent fewer digits in 
the round dollar accounts, it is not too 
difficult to see how the opportunity for 
errors is correspondingly reduced. But 
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it is also a tact that many operations are 
made easier by more than 40 per cent. 
Many additions of three-column figures 
can be made mentally; with five columns 
a machine is necessary. Errors can be 
picked out at a glance in three-column 
figures but must be searched for in five 
columns. Sub-control accounts estab- 
lished only for proving subsidiary records 
can often be eliminated along with the 
pennies. 

Cents-less accounting can also give a 
lift to morale in the accounting depart- 
ment. Handling pennies—and especially 
searching for trivial errors in the cents 
columns—can make bookkeeping a rather 
menial task. Without the pennies, the 
same job can assume greater importance. 
Time savings will normally result in 
greater productivity, but even without 
this a better quality of work should result. 

As preparation of operating reports is 
simplified, so is the preparation of tax 
returns and the many other reports re- 
quired to stay in business today. It can 
also be assumed that any simplifications 
would carry through to the work of the 
internal auditor or public accountant who 
examines the accounts. 

Let us now consider the objections to 
cents-less accounting. The one most fre- 
quently voiced concerns loss of control, 
and it has some validity. To gain the 
full benefit from penny elimination, one 
radical departure from the time-honored 
concept of double-entry bookkeeping 
must be made—that is, that every entry, 
and particularly every receipts and dis- 
bursements entry, must be balanced out 
to the penny. The secret, if there is one, 
in cents-less accounting is the elimination 
of pennies at the earliest possible moment 
before they have a chance to clog up the 
bookkeeping pipelines. 

Since outside transactions must be 
exact, and since the distributions of these 
transactions to the inside accounts are in 
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even amounts, minor differences are 
bound to result in the inside accounts. 
This means that two additional controls 
are necessary—first, a foolproof control 
on the flow of cash and, secondly, a con- 


rounded, not dropped; differences are so 
nearly compensating as to be inconee- 
quential. For example, in a year’s time 
and on $115 million of transactions, Mr. 
Adams of Dravo reports an accumu- 


lated variance of $306.32. On a similar 
volume the net variance at Time Incor- 
porated is less than $100 after a year’s 
operation. Another company after seven 
months and 80,000 transactions has a 
variance of less than $60. 

One real problem, however, is the 
matter of employee training. Without 
complete understanding of the reasons 
behind cents-less accounting and how it is 
used, its full potential may not be realized 
and, in addition, sloppy work habits may 
result. At the outset some employee 
education is undoubtedly indicated. Em- 
ployees accustomed to balancing out every 
entry, who are perhaps not aware of the 
additional controls on the floating 
pennies, may feel that some easing up is 

Cents-less accounting also implies full in order. However, this is essentially a 
use of the principle of offset—pennies are problem of supervision to be met as such. 

—Rosert H. BirkHoLpD. The Controller, April, 1952, p. 162:3. 


trol to keep the differences within accept- 
able tolerances. Obviously, the addi- 
tional controls should not result in more 
work than is saved through the penny 
elimination. 

Another objection—and this one to my 
mind is a complete misconception—is that 
cents-less accounting is inaccurate ac- 
counting, that differences will accumu- 
late into distortions. In the first place, 
as we have defined cents-less accounting, 
it is used only in those accounts where a 
small margin of difference is acceptable. 
Study may disclose other areas in which 
it is not applicable—for example, in 
supplies accounts having a large volume 
of transactions less than $1.00. 
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How Our Tax Dollars Are Wasted 


PART OF THE EXPENSIVE OPERATION of the government publicity and propaganda 
machine is the vast business of printing government publications. Approximately 
70,000 different books, pamphlets, and periodicals are available from the Govern- 
ment Printing Office's Superintendent of Documents, who expects this year to 
j distribute 67,000,000 free copies for Congressmen and government agencies and 
; to sell approximately 2,100,000 copies to the public. 

No one knows accurately how much this flood of printed matter costs. Printing 
and mailing fees—these publications are part of the “free” mail which helps run 
up the huge postal deficit—are only a fraction. The big money is buried in seg- 
ments of appropriations which pay salaries and expenses of researchers and writers. 

Senator Bridges (R., N.H.), when he was chairman of the Appropriations Com- 
mittee, became incensed over what he referred to as “Uncle Sam's Book-of-the- 
Minute Club.” He demanded one copy each of every federal publication issued 
during the previous fiscal year. “The response almost overwhelmed me,” he told 
the Senate. “We received between 83,000 and 84,000 separate books and 
pamphlets.” This did not include certain Agriculture Department publications, 
which, Bridges was advised, would have made “a stack 52 feet high.” Among 
items collected were The Cuban Frog Leg Industry, The Venezuelan Salt Fish 
Industry, and the famous Recipes for Cooking Muskrat Meat. 

Many government best-sellers—Infant Care and Survival Under Atomic Attack, 
for example—are highly useful. However, others come in for much criticism, such 
as Raccoons of North America, sponsored by Interior's Fish and Wild Life Service, 
which contains a graphic passage on the sex life of raccoons. 

—Srpney SHALETT in The Saturday Evening Post 
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SEVEN WAYS TO MINIMIZE THIS YEAR’S INCOME TAX ‘‘BITE” 


Ler us conswer the case of an execu 
tive earning a salary of $10,000 a year 
or more. Squeezed between inflation and 
spiraling taxes he has seen the margin be- 
tween his income and expenses narrow 
during the past few years. One way to 
broaden this margin is to boost his in- 
come. But obviously merely piling addi- 
tional ordinary income on what he is 
presently getting will push him into 
higher brackets, with the major part of 
the increase going for taxes. Another 
approach, however, may lead to a better 
after-tax result. Perhaps his company 
should consider one of the following 
plans: 


1. Postponing Income to a Future 
Year. Life insurance, for example, may 
be used to defer compensation for an 
executive. Under this plan the corpora- 
tion can use a portion of the money it 
would normally pay him in salary to buy 
an annuity or endowment policy for it- 
self in order to get retirement pay for 
him. He will not be taxed on any part 
of the annual premium payments—if his 
employer is the beneficiary and he is 
given no rights at all to the policy or the 
proceeds. The proceeds are tax-free to 
the employer when collected up to the 
amount of his investment. These pro- 
ceeds can then be paid out at 65 as an 
annual pension. 


2. Arranging Pension and _  Profit- 
Sharing Plans. Pension, profit-sharing 
or annuity plans—which meet Treasury 
requirements—afford the surest method 
of deferring compensation to later years. 
Under such plans the executive is taxed 
only at the deferred rate when he re- 
ceives the payments, even though his 
rights are vested when the employer 
makes his contribution. 

3. Deferring Compensation by Con- 
tract. These contracts fall into two 
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classes: those with unconditional promises 
to pay and those with conditions that 
might prevent payment. Some of these 
plans are funded; some depend entirely 
on the company’s ability to pay in the re- 
tirement period. 

The best types of deferred-pay con- 
tracts are those with conditions, since the 
possibility of deferring compensation 
without present tax is better in cases 
where possible pay is forfeitable. Imme- 
diate tax to the executive probably is 
avoided—whether the deferrals are fund- 
ed or unfunded—by the following agree- 
ments: to give up all his compensation if 
he quits or is fired before his deferred pay 
is due; not to compete or to work with a 
competitor during the retirement period; 
to give consulting or advisory services 
during the retirement period; to waive the 
deferral if the corporation's earnings fall 
below specific amounts in the pay-out 
period. 

4. Making Stock Plans. Stock bonus 
and stock purchase plans have been used 
to give executives an increase in pay and 
an opportunity to acquire an interest in 
the employing company. Of the two, 
stock purchase plans offer the greater in- 
ducement, particularly if the company 
finances the purchase at a low interest 
rate, since the spread between the divi- 
dend and interest rates gives the execu- 
tive an opportunity to accumulate funds 
to build up ownership in the stock. Hav- 
ing the company undertake to redeem the 
stock upon retirement or death assures 
him of benefits to himself or his family. 

This is how it works: He arranges to 
buy an executive stock that has very 
little present value but a large potential 
value. He will have no tax to pay when 
the potential is realized if he actually 
bought this stock at its fair market value. 
He will, however, owe a capital gains 





459 











tax on the sale of the stock when it 
reaches a higher value. 

5. Using Option Devices. The basic 
idea behind stock option plans is simple: 
A company gives an employee an option 
to buy a certain amount of its stock at 
present prices. At some future date, he 
can exercise the option and cash in when 
the market is “right.” 

Stock options can now be given to ex- 
‘ecutives and exercised by them without 
tax until the stock is resold; then the 
tax is at capital gain rates. 

To qualify for this tax treatment, how- 
ever, the option price must be at least 95 
per cent of the fair market price of the 
Btock. If the option price is between 85 
per cent and 95 per cent of the market 

rice, the difference between the option 
rice and the market value at the time of 
ption or sale can be taxed as ordinary 
come when the stock is sold. If the 
ption price is less than 85 per cent of 

e market value, the option doesn't 

ualify for favorable tax treatment. 

6. Assuming Payment of Business 
Expenses. An executive can usually re- 
@uce taxes and increase take-home pay 
by having the company, where possible, 


pay entertaining and traveling expenses 
directly. This can be arranged through 
credit cards, with the bill and supporting 
chits going to the company. For busi- 
ness entertaining at home, he should re- 
quest current reimbursement, identify- 
ing in detail the transaction and the ex- 
penses. 

If he uses his own auto for both busi- 
ness and personal purposes, his deprecia- 
tion and operating expense should be 
allocated on a mileage basis and a detailed 
statement of business expenses presented 
to the company. 


7. Paying Some Personal Expenses. 
The current dual block to increasing 
compensation—high tax rates and salary 
stabilization—magnifies the advantages 
of “fringe” benefits for executives. Ab- 
sorption by the company of the normal 
personal budgetary costs of the executive 
increases ultimate take-home pay. Group 
term life insurance where the employer 
pays the premium and the employee des- 
ignates the beneficiary; group medical 
care and hospitalization; medical examina- 
tions or treatments furnished or paid for 
by the employer are all examples of this 
type of benefit. 


—J. K. Lasser. Sales Management, March 15, 1952, p. 24:7. 


; The Hidden Punch 


THE FASTEST-RISING FEDERAL TAXES since the war have been “hidden” levies that 
many people seldom think about. Commerce Clearing House reports that during 
the past five years manufacturers’ excise taxes, which are passed on to the retail 
customer, have increased 324 per cent, or about 13 times faster than all federal 
taxes combined. During the same period all federal taxes increased 24 per cent. 


CCH notes these examples of the soaring cost of “hidden” taxes: Purchasers of 
automobiles, auto parts, and tires paid $1,092 million in such taxes last year, against 
$250 million in 1946. Buyers of some 30 other items, including business machines, 
photographic equipment, electric, gas and oil appliances, musical instruments, radios, 
and sports equipment paid $532 million in 1951, against $133 million in 1946. 

Worse still, the hidden tax punch is becoming increasingly painful. Under last 
year's revenue act, the auto tax has been boosted from 7 to 10 per cent. On sports 
equipment the tax has gone from 10 to 15 per cent, and there’s a new 15 per cent 
tax on pens, mechanical pencils, and lighters. And, since the tax is assessed against 
the manufacturer, the poor old taxpayer never gets an income tax deduction on the 
“hidden” taxes he pays. 





—Commerce 5/52 
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ORGANIZATION PLANNING BY THE CONTROLLER 


“6ContROL” MEANS MAKING sure that 
actual results conform to desired results. 
It involves three basic elements—setting 
standards of satisfactory performance, 
checking results to see how they compare 
with the standards, and taking corrective 
action when actual results do not meet the 
standards. But the function of control— 
important as it is—by no means constitutes 
the controller’s entire job. 

The controller, in most cases, is a 
major executive at the same organiza- 
tional level as the other divisional execu- 
tives of the company, and is an integral 
part of top management. He is the only 
executive other than the president who, 
by the very nature of his work, is 
equipped to perceive the broad over-all 
picture of the company. Having no 
direct operating responsibilities, he should 
be able to take an objective view of the 
company’s operating problems and supply 
the president and other major executives 
with sound recommendations supported 
by careful analysis and objective reason- 
ing. 

The controller's department has some 
of the features of both an operating divi- 
sion and a service division. The operat- 
ing activities include keeping records, pay- 
ing bills, receiving cash, preparing in- 
voices and maintaining the office—in 
short, all routine accounting work. The 
service activities consist of basic plan- 
ning, special control reports, advice on 
various aspects of the business, including 
taxes and budgets, and specialized assist- 
ance in the development and installation 
of programs for cost reduction, methods 
and procedures, and other control proj- 
ects. 

The controller maintains a line relation- 
ship and therefore has line authority over 
the members of his own department. He 
provides advice and assistance to the other 
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members of top management, and there- 
fore bears a staff relationship to them. 
And he prescribes methods of accounting, 
reporting, and other procedures, and 
therefore has a functional authority re- 
lationship with all the other members of 
the organization. Generally speaking, ne 
other major executive maintains such 
composite relationships within an organi- 
zation. 

How well has the controller measured 
up to what is expected of him? Research 
has brought to light such criticisms as the 
following: 

Controllers submit too many histori¢ 
reports, i.e., those which merely relate 
what has taken place, as compared with 
diagnostic reports which highlight the 
areas where corrective action must be 
taken immediately. Furthermore, man 
agement would rather have approximate 
data that are prompt than accurate data 
that have become too late to be of value. 

Controllers are too negative in their 
approach—too prone to say “why you 
can't” rather than “how you may.” They 
are accused of knowing how to pinch 
pennies but not how to spend them. 

Controllers are not willing enough to 
recognize that theirs is primarily a service 
function, and that cost control actually 
takes place on the factory floor. In this 
respect, the controller's title is unfortu- 
nate: he does not “control”; he reports 
and advises. The operating men do the 
real controlling, if any is done. 

Controllers become inundated in their 
own activity and do not acquire sufficient 
understanding of all the functions of a 
business. 

Controllers—and this applies to all 
technical specialists—are too “jargonistic.” 
All specialists should strive to knock the 
fuzz off their technical terms and get in 
communication with men in the shop anc 
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the field. Controllers should not under- 
rate the ability of the operating personnel 
to understand figures, provided they are 
presented in simple, readable form. 

Controllers do not do a good job in 
selling their ideas. This applies in two 
directions—selling ideas to top manage- 
ment and selling ideas to men in the 
shop, including the foremen. 

A question the controller should peri- 
odically ask himself is this: Have I al- 
ways borne in mind that it is people who 
are important—more important than 
figures, more important than control, 
more important than our whole techno- 
logical system? 


Plans and the execution of plans have 
to be done through people—and people 
are problems. Unfortunately, most of us 
are inclined to be unduly critical, rather 
than helpful. After you have analyzed 
your problems and after you have gone 
through a lot of work with a person, al- 
ways ask yourself: “What can I do to 
help him? What would I do if I were 
in his place?” The big job in getting 
things done is to use mediocrity well. 
The problem is really to help people, not 
to criticize them. They are the com- 
pany’s most important asset—one that is 
not represented on the balance sheet. 


| 

} 

—From an address by JOHN L. Burns before the 1952 Midwestern Conference of the 
Controllers Institute. 
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Some Safeguards Against Fraud 


THERE ARE SCORES OF PRECAUTIONS you can take to: cut down your chances of 
being victimized by a dishonest employee. You can— 

Encourage customers to check cash-register receipts against the amount they 
actually paid. This prevents ringing up wrong receipts. 

Use a numbered sales ticket for each sale. At the end of the day, tickets and 
receipts should tally. 

Confirm customers’ unpaid balances by mail at least once a year. If there's no 
reply, check to make sure there is such a person or firm. 

Don't let your cashier act as bookkeeper or vice versa. 

Make payments by check and have them sent by the person who countersigns 
them, not by the one who prepares them. 
Have cash slips made out in ink or indelible pencil so that they can't be altered. 
t Stamp them so that they can't be used again. 
i Never let an amateur audit your books. 
! Use serially numbered forms for purchase orders so that they can be accounted for. 
To prevent payroll padding, notify the payroll office as soon as an employee 
is hired or leaves. 

If you pay in cash, have different people make up the payroll, put the money 
in the envelopes, and hand them out. 

Minimize night work and overtime to decrease opportunities for altering records. 

Divide responsibility so that no one has complete control over any vital function. 

Additional safeguards particularly applicable to your needs can be suggested 
by your accountant and your casualty company. 

—Changing Times: The Kiplinger Magazine (Washington 6, D. C.) 3/52 
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Corporations Prefer Direct Negotiation with Lender 


DIRECTLY NEGOTIATED LOANS have developed to the point where they now account 
for more than half of all corporate financing, compared with less than 24 per cent 
in the period from 1934 through 1939. 

“The direct placement appears to be of distinct advantage to a very wide segment 
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of the business community,” says Stuart F. Silloway, Vice President and Manager 
of Securities Investment, The Mutual Life Insurance Company, New York. “Unless 
some artificial condition (such as the competitive bidding requirement imposed on 
many public utilities and railroads) exists, the borrower is free to choose what- 
ever avenue for meeting his financial requirements he believes is best suited to his 
needs,” and “that choice has been exercised predominantly in favor of direct 
negotiation with the lender.” 

—American Business 5/52 





DESPITE THE HIGH COST OF LIViNG and super-high taxes, Americans are contributing 
to charity at the greatest rate in history. A decade ago, total charitable giving in 
the U. S. amounted to $1.5 billion. Last year, it exceeded $4.2 billion—an increase 
of close to 180 per cent during a period when national income rose but 160 per cent. 


—The Wall Street Journal 4/16/52 


Also Recommended « « «+ 





PAY SLASHES STAND OUT AS EARNINGS DROP. 
Business Week (330 West 42 Street, New 
York 36, N. Y.), May 31, 1952. Last year 
top management took almost as many pay cuts 
as increases. This article analyzes salaries, 
bonuses, and pensions of top executives in 57 
high-paying companies in 28 industrial cate- 
gories in 1951 as compared with 1950. The 
1951 trend chiefly reflects lower company earn- 
ings, and the big cuts followed shrinkage of 
after-tax profits. In some cases, however, execu- 
tives received substantial salary increases de- 
spite drops in company profits. 


PROFITING THROUGH TAXATION. By Romaine 
L. MacArthur. The Casualty & Surety Journal 
(60 John Street, New York 38, N. Y.), July, 
1952. To insure that manufacturers, whole- 
salers, and retailers remit taxes (generally in- 
direct or hidden taxes), the government re- 
quires them to post bonds. Though this article 
is directed to the bonding agent, the informa- 
tion it provides on government bonding re- 
quirements and its discussion of the various 
types of bonds—for example, internal revenue 
liquor and tobacco bonds—will be of value to 
financial executives and insurance buyers. 


INFLATION AND ACCOUNTING. By Thomas H. 
Sanders. Harvard Business Review (Gallatin 
House, Soldiers Field, Boston 63, Mass.), May- 
June, 1952. Accounting is as much bedeviled 
by those who accept its results too literally as 
by those who reject them too recklessly. Profit 
and loss figures of a particular year are properly 
understood only when considered as part of 
a series reflecting the moving economic stream, 
and for this reason no argument relating to 
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long-term questions, such as ability to pay 
higher wages, can be based upon short-term 
figures. The author emphasizes that no sound 
proposals for a new disposition of past or 
future profits can be made without a clear 
understanding of the accounting basis on which 
they were computed and a candid recognition 
of all the purposes which profits must serve, 


SHOULD SALESMEN COLLECT ACCOUNTS? Credit 
and Financial Management (33 South Street, 
Chicago 3, Ill.), March, 1952. This article 
presents the views of a number of credit man- 
agers and other executives on the question of 
whether salesmen should collect accounts. One 
argument advanced by those who favor the 
practice is that a salesman, if given proper 
instruction, can often do a better job of cok 
lecting than the credit department itself. Ope 
ponents, on the other hand, feel that this 
practice might’ lose the good will of the cus 
tomer. 


GRAPHIC CONTROL REPORTING. By Norman N. 
Barish. The Controller (1 East 42 Street, New 
York 17, N. Y.), June, 1952. Graphic control 
reporting can be used in cost control to com- 
pare actual performance with standards or 
budget estimates, to determine whether varia- 
tions are significant, and to indicate trends. 
This article, which presents a case problem 
complete with graphs, describes the techniques 
and applications of this method. While this 
type of reporting cannot disclose more informa- 
tion than is inherent in the data, the author 
points out, it can highlight many facts which 
will help to clarify management thinking and 
stimulate proper remedial action. 
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Insurance Management 








HOW HEALTHY IS YOUR INSURER? 


You May RECALL the story of the highly 
placed life insurance executive last year 
who had a thorough physical examination 
by his company’s doctor, was pronounced 
physically fit—and then a week later 
dropped dead on the golf course. Un- 
fortunately there is nothing sacred or final 
about the ability of medical science to fore- 
tell human tragedy. 

Nor is there any precise, foolproof 
method of determining the strength of an 
insurance company. It is a long and pains- 
taking task, just like a physical examina- 
tion by a competent doctor, but at the 
same time there are many clues to insur- 
ance company health. 

The first tool is the company’s balance 

sheet. On the left-hand side are the as- 
what the company owns; and on the 
right-hand side are the liabilities—what 
} the company owes. 
_ The second tool is the company’s prof- 
| it and loss statement or income account. 
One year is not enough, for insurance 
} operates in cycles. Five years should be 
'a minimum. It is certainly important to 
know whether a company is making 
money or “losing its shirt.” 

The third tool is our good friend the 
state insurance department—and I mean 
exactly that. It is the friend in court of 
the policyholder, the vigilant protector of 
insurance company strength. Its reports 
of examination are required reading when- 
ever there is any question of solvency. 

The fourth tool in our kit is the body 
of the company’s stockholders. Remem- 
ber, they are constantly appraising their 
company’s strength. Their money comes 
after the policyholders; it is “out on a 
limb,” so to speak. 
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And, finally, our fifth tool is the in- 
surance company’s management itself. No 
company ultimately can be better than its 
management. Not just those members of 
management whose job it is to meet the 
public and who know how to put their 
best foot forward—but the men behind 
the men. To understand an insurance 
company’s strength one must get “inside” 
management and “behind” the figures. 

You may have heard about ratios; that 
if certain ratios are met, then the financial 
condition of a company is satisfactory. 
Here are some of the ratios generally used: 

1. High-grade bonds, cash, and premi- 
um balances should cover all liabilities ex- 
cept policyholders’ surplus. It is very un- 
likely that all policyholders would cancel 
and demand their return premiums—but 
it is still possible. Therefore, it is argued, 
sufficient high-grade assets should be on 
hand to be converted into cash in order to 
be able to pay off all liabilities—the 
famous 1 to 1 ratio. 

Personally I believe this ratio is too 
conservative for the age of inflation in 
which we live. Although the Insurance 
Law stipulates that only 50 per cent of 
unearned premiums and loss reserves be 
covered by cash and the highest-grade in- 
vestments, in my opinion a coverage of 
50 to 75 per cent is entirely satisfactory, 
provided the other assets are sound and 
of good quality. 

2. Policyholders’ surplus should equal 
unearned premium reserve, another fam- 
ous 1 to 1 ratio. This ratio also appears 
out of date. As long as underwriting is 
consistently profitable and assets are 
soundly invested, there is no reason why 
unearned premium reserve cannot be 
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double policyholders’ surplus, a 2 to 1 
ratio, and in certain circumstances even 
more. This is particularly true because of 
the extensive development of excess rein- 
surance which cushions the shock of catas- 
trophe. Since surplus is the policyholders’ 
bulwark against catastrophe, it follows 
that a greater volume of business can be 
written and unearned premium reserve as- 
sumed if surplus is safeguarded by excess 
reinsurance. 


3. Then there are casualty loss reserves. 
Should they be equal to unearned premi- 
um reserve? Twice as large? Surely there 
must be some answer—but in candor there 
isn’t. A company settling its claims very 
quickly without going to trial will have 
lower loss reserves than one with many 
unsettled claims on the books. Loss re- 
serves will also vary as to profitability of 
business and as to class of business. The 
only tests one can make as to adequacy of 
loss reserves are in comparing like com- 
panies. with similar classes of business, pro- 


fit margins, and claim practices. Where 
one company’s loss reserves under these 
circumstances are substantially lower than 
another's it is quite proper to ask why. 
An examination of the annual statement 
submitted to the state insurance depart- 
ment will also show whether the com- 
pany’s loss reserves are producing addi- 
tions or deductions from surplus. This is 
a good indication of adequacy. 

In the final analysis, in my opinion, the 
test of ratios is less significant than the 
use of the five tools I have mentioned. 
The ratios contribute to an analysis of the 
strength of the balance sheet, it is true. 
So many other factors enter in, however, 
that a safe ratio for one company might 
be unsafe for another. 

Balance sheet, income account, state in- 
surance department, shareholders’ ap- 
praisal, and judgment of management— 
these are the tools I commend to you. 
And, with these tools, you will finish the 
job. 


—SuHeLBY CuLtom Davis (Partner, Shelby Cullom Davis, Inc., New York), 
The Weekly Underwriter, April 26, 1952, p. 1107:5. 


After Retirement Age—tThe Benefit Picture 


A RECENT SURVEY* indicates that 68 per cent of industrial workers entitled to 
maximum retirement benefits prefer to stay on the job after eligibility for retirement 
in those companies having no automatic or compulsory retirement age. 


Retirement benefit plans were found in operation in 399 of the participating 
companies, with the pension-type plan comprising 81 per cent of the total and 
profit-sharing plans accounting for an additional 13 per cent. The survey reports 
that 52 per cent of the plans require compulsory or automatic retirement, or both, 
and that age 65 is stipulated in three-fourths of these plans. “Retirement systems 
are not a simple matter of either compulsory or flexible retirement,” it is stated. 
Investigating the age at which retirements actually occur, the survey found that 
where no compulsory or automatic provision was in effect 68 per cent of those em- 
ployees who were eligible to retire stayed on the job for at least one year despite 
the fact that they were eligible for the maximum retirement benefit. In some com- 
panies up to 50 per cent were still at work five years after reaching that eligibility. 


About a third of the companies continue the full amount of life insurance for 
retirees, and 30 per cent offer reduced benefits. In the field of health insurance, only 
15 per cent of the companies offer the full ameunt of benefit, while 3 per cent 
continue a reduced benefit. 

* Reported in “Company Practices Regarding Older Workers and Retirement,” by Edwin 


Shields Hewitt and Associates of Libertyville, Ill., independent actuaries, analysts, and advisers 
on pensions, employee benefits, and deferred compensation plans. 


July, 1952 





THE CASE FOR SELF-INSURANCE IN 


WORKMEN’S COMPENSATION 


Tue concert oF self-insurance is one 
that has been debated for years, with 
marked division of opinion. This is all 
the more true of Workmen’s Compensa- 
tion, where we have as interested parties 
state administrators and insurance com- 
» panies, as well as the self-insurers them- 
selves. That there is a sound place for 
_ self-insurance as an economical and highly 
satisfactory way to handle Workmen's 
| Compensation is, to my mind, unquestion- 
; able, and I shall attempt to develop here 
‘some of the basic features that should be 
' considered by an individual company in 
| arriving at an intelligent decision on this 
} question. 


_ There are many reasons why a concern 
-in a sound current position and having 
F adequate capital should consider self-in- 
‘surance. The inherent hazards of some in- 


Hdustries, the desire for economical opera- 
‘tion and financial gain, the aid to em- 
iployee-employer relationships, and dissatis- 
‘faction with insurance company handling 
‘are among the most common. 


The inherent hazards of an industrial 
‘operation are very often the main reason 
‘for self-insurance. Because of these 
hazards an individual company or an in- 
dustry classification becomes an undesir- 
able risk to an insurance company. In 
some cases the insurance rates can reach 
such levels that self-insurance becomes 
practically necessary to maintain the busi- 
ness as a going concern. That is why 
self-insurance is particularly appealing to 
the foundry industry, coal mining and 
other mining industries, stevedoring, seg- 
ments of the steel industry, the chemical 
industry, and many others in the unusual- 
hazards classification. 

The degree of risk assumed and the 
application of the law of averages need 
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not be of particular concern to the fi 
nancially sound and well-managed enter- 
prise because of the availability of rein- 
surance. Reinsurance is the method em- 
ployed by the insurance industry to pro- 
tect itself from the catastrophe or shock 
loss. Since it comes into play only for the 
unusual occurrence, its cost is much 
cheaper than full insurance. Briefly, there 
are two types of reinsurance contracts 
available to the self-insurer. The first, 
Specific or Catastrophe Excess, covers the 
cost of a single accident when that cost 
has exceeded a specified figure, such as 
$25,000. The second, Aggregate Excess 
or Stop Loss, covers the aggregate or sum 
total of all losses when that cost has 
reached a predetermined percentage figure, 
such as 75 per cent of an estimated 
premium. The purpose of Aggregate 
Excess or Stop Loss is to limit the financial 
exposure of an enterprise to a predeter- 
mined figure. This figure is generally the 
normal insurance premium. Both forms of 
reinsurance carry maximum limits, and 
these limits can generally be obtained in 
amounts sufficient to cover any reason- 
able contingency at low cost. 

One of the important incentives to self- 
insure is, of course, that of financial gain. 
Savings of 30 per cent to 50 per cent, as 
compared with the cost of insurance, are 
possible. The savings arise out of the dif- 
ference between actual losses and antic- 
ipated average losses as reflected in 
premium and in the avoidance or reduc- 
tion of certain expenses of insurance car- 
riers which are passed on to policyholders 
through expense loading in the rate. 

The main element of financial gain, 
however, is not in savings with regard to 
expense loading but in improvement in 
the expected loss rate. This is accom: 
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plished through a willingness and desire to 
control accidents. Self-insurance has a 
definite practical and psychological ad- 
vantage when it comes to the adoption of 
an effective accident prevention program. 
If adequate money is to be spent on ac- 
cident prevention, management must be 
convinced that such expenditure will re- 
sult, not in a loss of money, but rather in 
a direct return. The most direct method 
of return is through self-insurance. 

We now come to a major problem 
facing the prospective self-insurer: How 
is all this to be accomplished? There are 
two methods of securing the successful 
administration of Workmen’s Compensa- 
tion. One is through company personnel, 
and the second is through employment of 
a management service. A combination of 
the two can often be of great value. 

Though the most common method is 
the use of company personnel, the employ- 
ment of a management service is being 
increasingly accepted, particularly by the 
medium-size employer. Management serv- 
ices are available from companies special- 
izing in this work, and in some instances 
can be furnished by large brokerage firms. 
The cost can definitely be determined in 
advance, as such services are usually of- 
fered on a retainer basis or on a per- 
centage rate applied to the payroll or 
estimated premium. The cost can be con- 
siderably less than were the prospective 
self-insurer to hire qualified and spe- 
cialized personnel. The specialized routine 
of claims handling is performed for the 
self-insurer, and statistical cost records are 


maintained by the service company so that 
adequate performance comparison is avail- 
able at all times. The management service 
companies also render competent accident 
prevention services and offer the advan- 
tage of an outside viewpoint as to the 
necessity for and extent of preventive 
measures necessary to correct accident- 
producing conditions. 

I should like to touch briefly on the 
relationship between employee relations 
and self-insurance. The handling of on- 
the-job accident benefits as it applies to 
the application of the Workmen’s Com- 
pensation Laws has generally been left to 
private industry as a non-government 
function. The current union labor view- 
point, however, is to express dissatisfac- 
tion not only with the scale of compensa- 
tion benefits but with the effect of the 
insurance carriers’ profit motive on the 
administration of the laws. The retention 
by carriers of substantial portions of the 
premiums paid has made private insur- 


ance unjustifiably expensive, according to 
this viewpoint. The conclusion reached is 
that private insurance companies have no 
place in Workmen’s Compensation, and 


that insurance of compensation risks 
should be by exclusive State Fund, with 
the over-all objective of federal legislation 
to establish uniform Workmen's Com- 
pensation standards throughout the couns 
try. We are all interested in maintaining 
individual freedoms in this country, and 
one means is through increased use of our 
opportunity to put handling of Work- 
men’s Compensation in its rightful place 
as a management function. 


—From an address by DoNALD C. Burcess (President, Associated Safety and Claims 
Services, Inc.) before the National Insurance Buyers Association, Inc., 


New York Chapter, 79 John Street, New York 38, N. Y. 





AMERICAN INSURANCE COMPANIES paid $129.4 million in reinsurance premiums 
to foreign insurance companies in 1950, and recovered losses totaling $83.7 


million, the Department of Commerce reports. 


Bulk of the reinsurance business 


abroad was with British companies in the fire and marine fields. 
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INVENTORY SHORTAGES AS FIDELITY CLAIMS 


P rostems arising out of claims for in- 
ventory shortages under fidelity bonds, 
which have been characterized as one of 
the most persistent headaches in the in- 
surance field, were discussed by George 
C. Bunge of the Chicago law firm of 
Vogel & Bunge at a recent meeting of 
Surety Underwriters Association of 
Chicago. 

An inventory shortage does not neces- 
sarily represent an actual loss and may 
be a “paper” shortage only, it was em- 
phasized. There is a tendency to assume 
that what the auditor calls a shortage 
must represent an actual loss and also 
must be the result of skulduggery of some 
kind. Actually, an inventory shortage 
may be, and often is, a mere bookkeep- 
ing discrepancy and not an actual short- 
age at all. 

The insured, however, is not impressed 
by this type of logic. He thinks that 
when the accountant tells him he has 
sustained an inventory shortage, he has 
thus suffered an actual loss and the in- 
surance company should pay for it. It 
is difficult to tell an insured who has 
spent a lot of money on an audit report 
that the report does not mean anything. 

Court decisions on shortages have not 
changed substantially in the past several 
years. The courts still consistently hold 
that to establish an inventory shortage 
claim under a fidelity or blanket bond, 
the evidence must not only show that an 
actual shortage exists, but also must at 
least tend to exclude all reasonable 
hypotheses which might account for it, 
other than dishonesty of employees. 


An inventory shortage, it was pointed 


out, “is an  accountant’s creation.” 
Basically, it reflects the difference between 
the book inventory, in whatever form it 
may be kept, and the physical inventory 
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taken at periodic intervals. It is prac- 
tically impossible to do a perfect job 
of keeping track of stock in an establish- 
ment of any size, and in nearly any busi- 
ness there will always be a discrepancy 
between the book inventory and the 
physical account. However, the problem 
cannot easily be solved by insisting on 
correctness in bookkeeping. Many book 
inventories are based on averages or esti- 
mates and are bound to vary from the 
actual account even though the actual 
physical job of keeping the books has 
been done to perfection. 


There are two basic ways of keeping 
a book inventory. One method is to total 
the actual items of merchandise on hand 
at the beginning of an accounting period 
and the number of additional items re- 
ceived during that period; the items sold 
are subtracted, and the result produces a 
list of specific items which ought to coin- 
cide with the physical inventory taken at 
the end of the period. This sort of per- 
petual inventory is often employed where 
large or valuable items are involved, such 
as furs, jewelry, furniture, etc. Under 
this system, any discrepancy between the 
so-called book inventory and the physical 
inventory at the end of an accounting 
period represents a certain number of 
specific items of merchandise which 
should be on hand. Such records make 
it possible to identify and search for par- 
ticular items and even in some cases to 
determine when they disappeared or what 
happened to them. 

Many commercial and industrial firms 
cannot keep an inventory record in terms 
of items of merchandise, and in most 
retail establishments this is not even 
attempted. Accountants have  conse- 
quently devised a number of short cuts, 
and most of them, according to Mr. 
Bunge, “have the inherent vice of sub- 
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stituting dollar totals for identifiable 
items and estimates and averages for 
fact.” 

Where records are maintained on a 
unit basis and the book inventory shows 
specific items of goods or merchandise 
which are supposed to be on hand, the 
insurer is confronted with a claim of a 
specific tangible loss of identifiable items. 
However, when the inventory is ex- 
pressed in terms of dollar totals and is 
based on estimates or averages, the phys- 
ical inventory is being measured with a 
rubber yardstick and there is no way 
of knowing that there has been any 
actual loss at all. In these cases the book 
inventory can be increased or decreased 
at will by adjusting or changing the esti- 
mates or average upon which the dollar 
total is based. 

“When you try to deal with an 
alleged inventory shortage based upon a 


discrepancy or deviation from a book in- 
ventory of this kind, you have no solid 
ground to stand on at all,” Mr. Bunge 
observed. “Since it is literally impos- 
sible for the physical inventory to coin- 
cide exactly with a book inventory calcu- 
lated on this base, you know to begin 
with that at least some part of the dis- 
crepancy between them does not repre- 
sent an actual loss and could not possibly 
have been caused by employee dishonesty. 
It is impossible to put your finger on the 
cause or combination of causes which 
produce the discrepancy. All you actu 
ally know is that the entire discrepancy 
could not possibly have been produced 
by employee dishonesty; that there may 
not have been any actual loss at all; and 
that if there was an actual loss, no one 
will ever know the amount of it or 
whether and to what extent it was pro 
duced by the employee dishonesty.” 


—The National Underwriter, April 3, 1952, p. 11:2. 


Life Insurance Growth Mirrored in Metropolitan Life Figures 


THE METROPOLITAN LIFE INSURANCE COMPANY now has $50 billion of insurance— 
owned by 3,500,000 policyholders—in force on the lives of the people of the 
United States and Canada, it is announced by Charles G. Taylor, Jr., President. 


“This is double the amount of insurance the Metropolitan had in force only 11 
years ago,” Mr. Taylor states, “but it must be remembered that in this same period 
the cost of living has increased 80 per cent.” 


“One of the developments enabling the company to double the amount of life 
insurance in force in only 11 years is the growing interest of business firms in 
aiding their employees to provide greater family security,” continues Mr. Taylor. 
During this period group insurance increased 230 per cent, to $15,250,000,000, 
while ordinary gained 90 per cent, to $23,900,000,000, and industrial increased 40 
per cent, to $10,850,000,000. 

“The growth of life insurance,” says Mr. Taylor, “is proof that our people can 
and will work out their own family security plans.” 





—Insurance Advocate 7/5/52 


Thirty Truck Thefts Daily 


THEFTS AND HIJACKINGS of goods from motor carriers have risen even more rapidly 


than the trucking business itself, according to the Cargo Protection Bureau of New 
York. 


In its annual review of truck cargo losses, the Bureau estimates that 30 vehicles 
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were attacked every day of 1951 by thieves, with an aggreyate daily theft of 
$125,000. 

In the 1951 list of thefts are such cargoes as hearing aids, cigarette lighters, toys, 
printing presses, plumbing tools, lipsticks, pipe fittings, baby foods, refrigeration 
supplies, photographic materials, and all the old-time favorites. 

“It is estimated that 75 per cent of all tonnage moved in the United States now 
goes via truck, five times the tonnage moving by rail,” the Bureau says. “. . . More 
and more of the hot targets that thieves are interested in now move by truck.” 

—The Weekly Underwriter 6/28/52 


State Unemployment Insurance Reserves—A Survey 


RESERVES AVAILABLE for unemployment insurance benefits reached an all-time high 
of $7.8 billion at the close of 1951, according to the Conference Board. With the 
single exception of Rhode Island, every state in the union (as well as the District 
of Columbia, Alaska, and Hawaii) showed a net gain. 


However, a wide variation exists among the states. At one extreme, Iowa, Col- 
orado, and New Mexico could meet average annual postwar costs for more than 
20 years without collecting another cent in contributions or earning any additional 
interest. At the other extreme, funds available for benefits in Rhode Island were 
equal to only 1.2 years of postwar costs, and in Massachusetts to only 1.7 years. 


Nationally, the‘ average annua! cost rate (benefit payments as a per cent of tax- 
able wages) for the 1946-1950 period was “slightly higher” than the average an- 
nual contribution rate (1.5 per cent as compared with 1.4 per cent). In 19 states 
expenditures exceeded income, in four the two achieved a balance, and in the 
remaining 28 collections were more than enough to pay for benefits. 


The worst postwar unemployment insurance experience, generally speaking, oc- 
curred in states which have a strong concentration of manufacturing employment 
and in which a few sensitive industries predominate—Massachusetts, Rhode Island, 
New Hampshire, and New York. In California, however, which is among the 
handful of states with the poorest showing, manufacturing represents less than 
a third of covered employment. Here an expanding labor force and a high rate 
of turnover seem to have been important factors. 

Thirty-one states, assisted by the Federal Bureau of Employment Security, have 
undertaken studies of -long-range benefit financing. In addition, a group of state 
employment administrators has tackled the problem of adjusting contributions to 
“fat” and “lean” years. 





Investment in Pension Plans Totals Six Billion 


EMPLOYERS AND EMPLOYEES already have set aside more than $6 billion to back 
up insured plan guarantees, and are adding to this sum at the rate of $1 billion a 
year, according to the Institute for Life Insurance. Meanwhile, investment earnings 
on this capital pool are accumulating at the rate of an additional $200 million a 
year. 

There are 12,260 insured pension plans currently in force, most of them initiated 
since 1940, covering 3,250,000 workers. The eventual retirement income to be 
provided by these plans is at least $1,125,000,000 a year, with large additions being 
made annually as new plans are put into effect. 

About two-thirds of the workers now covered by insured pensions are placed 
under the well-known group annuity contract. At the start of this year there were 
2,720 of these group contracts in force, covering a total of 2,065,000 employees at 
an average of 750 persons to each plan. 

Though group annuities cover the largest number of workers, individual policy 
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contracts account for the greatest number of outstanding plans. At the start of the 
year they totaled 7,800, or two-thirds of all insured plans. They provided cover 
to 535,000 workers—an average of 70 persons per plan. 


Deposit administration, a third type of pension trust revived during recent years 
by insurance companies, covered 470,000 persons. This was an average of 1,500 


each for the 310 contracts in force. 


Other types of plans representing variations of the basic types numbered 1,430, 
the Institute reported, and accounted for cover to 190,000 employees. 


—Journal of Commerce 5/14/52 


Also Recommended « « « 





IF YCUR PRODUCT HURTS A CUSTOMER. By 
Tower Belt. American Business (4660 
Ravenswood Avenue, Chicago 40, Ill.), Janu- 
ary, 1952. This article cites a number of eye- 
opening instances in which manufacturers and 
retailers were found liable for damages 
caused by something they built or sold. In 
one instance, a contractor was found liable for 
damages caused by a porch railing which had 
been defectively built 16 years before. In- 
surance in effect at the time of construction 
and not renewed at the end of the policy 
year would not apply to such an accident. It 
is obvious that a firm ought to continue to 
purchase the cover even though it may have 
retired from the particular field of endeavor. 


THE SILENT THIEF. By Peter A. Zimmerman. 
Best's Insurance News (75 Fulton Street, New 
York 38, N. Y.), May, 1952. The figures of 
the FBI show that there are more larcenies 
committed annually than there are fires and 
that the trend is definitely upward: figures for 
1948 show an increase of 107 per cent over 
1944. Though there is no accurate rule of 
thumb by which to determine exactly the 
adequate amount of coverage to be carried 
against this risk, the following is suggested as 
a minimum starting point: 5 per cent of gross 
annual income, or 10 per cent of the sum of 
inventory, cash, negotiables, and accounts 
receivable. 


GROUP WRITING FACTORS AFFECTING GAINS. 
The Insurance Index (900 Baxter Avenue, 
Louisville 4, Ky.), April, 1952. Seven basic 
requirements must be met if group insurance 
is to be administered efficiently, with resultant 
low expenses and predictable claims costs. The 
first requirement is that the group be a perma- 
nent one, strongly held together by a mutual 
interest other than insurance and fed by a 
steady stream of young new entrants. This 
article also lists eight specific factors which 
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affect group claims costs, once the seven basic 
requirements have been met. These are: (1) 
general environment and industrial health con- 
ditions; (2) industrial accident hazards; (3) 
percentage of females; (4) age composition; 
(5) size of families; (6) salary; (7) practices 
of hospitals and doctors; (8) employment con- 
ditions. 


HIGH FIRE-HAZARD MATERIALS PROCESSED IN 
SPECIALLY BUILT FIREPROOF PLANT. The Weekly 
Underwriter (116 John Street, New York 38, 
N. Y.), June 28, 1952. This article describes 
one company’s efforts to make its plant as 
fireproof as possible. Extensive use of non- 
combustible material in the structure itself, 
watchman service, a complete alarm system, 
and an employee training program are the 
major features of this fire prevention pro- 
gram, which resulted in the plant's being 
awarded the lowest insurance rates that can 
be given to a paint factory. 


GOVERNMENT INSURANCE IN THE U. S. By 
Frank Lang. The Casualty & Surety Journal 
(60 John Street, New York 38, N. Y.), July, 
1952. This article describes the origin, opera- 
tion, and extent of insurance handled by the 
Federal Government. Government insurance 
activity, the author emphasizes, is much broad- 
er in scope than most people realize and rep- 
resents, a new departure in the field of insur- 
ance, since it is not subject to the same 
considerations which apply to privately op- 
erated insurance companies. 


FIRE PREVENTION AND PROTECTION FOR INDUS- 
TRIAL PROPERTIES. By Gilbert E. Stecher. The 
Weekly Underwriter (116 John Street, New 
York 38, N. Y.), April 26, 1952. The author 
discusses the causes of fire, fire prevention 
methods, and the way in which fire insurance 
rates are set. The closer a company conforms 
to fire-prevention regulations, the author points 
out, the lower its rates will be. 
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Survey of Books for Executives 











TRAINING OF SUPERVISORS. Published 
by the Anglo-American Council on Produc- 
tivity, 1951. Available from the Office of 
Technical Services, Department of Com- 
merce, 801 E Street, N.W., Washington 25, 
D. C. 56 pages. 65 cents. 


Reviewed by Allen B. Gates* 


This brief but very comprehensite report of 
a delegation of 16 British specialists is highly 
enlightening. After a visit of 45 days, 
the team carried back to England quite a com- 
plete picture of supervisory selection and train- 
ing as practiced in the United States. The 
report should have an additional interest for 
managers in the United States because it 
graphically depicts the reactions of a group of 
our British friends to our methods and think- 
ing. 

The report points out that, because of time 
limitations, most contacts were with larger 
industrial organizations. Frequent reference is 
made to the difficulties experienced by smaller 
organizations in providing adequate training 


for supervisors. However, in many states, the 


Industrial Service Bureau of the State Depart- 
ment of Education provides both small and 


| large companies with consulting and, in some 
| cases, directive service in all phases of indus- 
| trial training. In many industrial communities, 
: local educational institutions, especially the 


terminal type of school or vocational schools, 
offer such service. Many commercial service 
organizations supply training material which, 
with consultation and direction, can be adapted 
to the needs of individual companies. Also, 
many associations conduct clinics and meetings 
in which representatives of smaller companies 
can keep abreast of developments in this field. 

This list is, of course, not complete. Be- 
cause of these many facilities, however, if the 
delegation had had sufficient time, it would 
have found that much effective supervisory 
training is being carried on in smaller com- 
panies. Despite this seeming omission, the 


* Eastman Kodak Company, Rochester, N. Y. 
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report contains much useful information for 
managers in England and for their contem- 
poraries in the United States. As an example, 
it is heartening to note that the delegation 
recognized the apparent conflict between those 
who advocate training by principle and those 
who seem to believe that training is not train- 
ing unless it is done by the “case method.” 

If management is a job, it can be analyzed. 
Such analysis will disclose both principles and 
techniques. These principles and techniques 
can be taught by many methods, including the 
case method. The case method alone is waste- 
ful of time and is not as effective in some 
situations as other methods. Well-directed dis- 
cussions for the development of understanding 
and acceptance will use as much of the case 
method as necessary in many situations. 

The content and arrangement of this report 
speak well for the ability of our British friends 
to observe and weigh effectively that which 
they hear and see. 


MANPOWER RESOURCES AND UTILI- 
ZATION. By A. J. Jaffe and C. D. 
Steward. John Wiley & Sons, Inc., New 
York, 1951. 532 pages. $6.50. 


Reviewed by John E. Mangelsdorf* 


The authorsf state that the purpose of this 
book is (1) to “define vigorously the nature 
of the working force activity about which 
statistics are being collected, and explain why 
that definition, currently employed in the 
United States, has been adopted,” (2) to 
present a “statistical description of the Ameri- 
can working force, both present and past,” 
and (3) to attempt to “present the available 
factual data on the relationship between the 
working force and the technological, demo- 
graphic, and social factors of society.” 

The hard core about which this study is built 
is labor statistics. As the reader discovers, 
* Dunlap and Associates, Inc., Stamford, Conn. 

r. Jaffe is a statistician with the Columbia Bureau 


of pplied Research; Mr. Steward is with the 
U. S. Department of Labor. 
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census figures cannot be very well understood 
without an appreciation of their meaning, their 
reliability and validity, and the rationale be- 
hind their use. Accepting the authors’ state- 
ment that “no official statement of the rationale 
underlying the Census Bureau’s Monthly Re- 
port on the Labor Force exists in published 
form,” their exposition, even if not “official,” 
is a reply to this need. This subject is given 
adequate and sound treatment, and the au- 
thors make a solid contribution to the field. 
It seems unfortunate that there has been no 
government-published coverage of this informa- 
tion. The reliability and validity of labor data 
are not considered in the statistical sense; how- 
ever, consideration is given in discussion form 
to factors which affect the data obtained. 

Considerable information is given on the 
United States working force, covering such 
classifications as age, sex, color composition, 
urban-rural composition, marital and de- 
pendency status, and occupation. Numerous 
tables and charts are presented, and trends 
are discussed. 

After departing from the book’s hard core 
to discuss the relationships between the work- 
ing force and technological, demographic, and 
social factors, the authors tread on softer 
ground. The hypothesis that the working 
force is somehow a function of these factors 
is generally accepted. However, what these 
individual factors are, what weights should be 
assigned them, how they interact, and so forth, 
are questions unanswered by social scientists. 

The authors devote some 180 pages to a 
discussion of various data and relationships, 
such as trends in productivity, inventions, 
machine-produced energy, shifts in occupa- 
tional skills, longevity, migration, division of 
labor, attitudes, etc., in terms of implications 
for the labor force. The reader can easily 
debate the use made of the available pages, 
because it is here that reader bias will be 
evoked. For example, whether calorie con- 
sumption per capita should have given way 
to some other item is a matter of opinion. 
The authors succeed, however, in demonstrat- 
ing the complexity of the subject, and the need 
for integrating principles is apparent. 

There are nine appendices containing sec- 
tions that apparently could not be integrated 
justifiably into one of the first three parts. 
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These sections include illustrative use of labor 
force material, notes on the collection of sta- 
tistics, and a detailed description of labor force 
procedures in the United States Bureau of tne 
Census. 

Manpower Resources and Utilization is a 
scholarly work written in a scholarly style; it 
is not easy reading and would probably be 
rated “difficult on a Flesch reading ease scale. 
The subject is one of interest to government, 
management, and labor, although its implica- 
tions will be employed chiefly at the higher 
operational levels. 


HUMAN RELATIONS AND THE FORE- 
MAN. By John P. Foley, Jr., and Anne 
Anastasi. National Foreman’s Institute, New 
London, Conn., 1951. 251 pages. $3.00. 


Reviewed by Robert A. Sutermeister* 


Since both the authors of this volume are 
psychologists,f the psychological approach to 
the problems of the foreman is naturally em- 
ployed, but the terms used are as simple and 
clear as such an approach will permit. 

The authors begin with a chapter on “Psy- 
chology in Industry,” explaining stimulus and 
response, describing the various branches of 
applied psychology, and suggesting that a 
foreman use the “psychological attitude” in 
meeting his daily problems in human rela- 
tions. This requires an understanding of a 
problem “in terms of its psychological causes 
if it is to be effectively corrected.” Next, a 
discussion of “Human Relations in Modern 
Foremanship™ stresses the fact that social skill 
as well as technological skill is required of a 
foreman, because he is working through peo- 
ple and must earn their respect and coopera- 
tion. As a word of encouragement, it is noted 
that “foremen are made, not born,” and who- 
ever makes good use of his human relations 
experience can make himself into a good fore- 
man. Two additional chapters deal with in- 
dividual differences in people and their sig- 
nificance to a foreman in his daily contacts 
with his men, and the authors then turn to 


* Professor of Personnel Relations, College of Busi- 
ness Administration, University of Washington. 


t Dr. Foley is Acting Director, Industrial Division, 
Psychological Corporation, and Dr. Anastasi_ is 
Associate Professor of Psychology, Fordham Uni- 
versity. 
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specific aspects of human relations in industry. 


“Motivation in Modern Industry” points out 
that a high degree of ability does not neces- 
sarily result in good performance; primary and 
secondary drives underlying motivation are ex- 
plained, and it is emphasized that one of the 
foreman’s main responsibilities is the effective 
motivation of workers. “Why Men Work,” 
written in nonpsychological terminology, dis- 
cusses various motivating forces, such as finan- 
cial incentive, security, status and recognition, 
advancement, praise and reproof, accomplish- 
ment, competition and rivalry, and belonging. 
The motivational patterns of individuals, it is 
pointed out, are constantly changing. 

“Employee Attitudes and Morale” covers the 
complexity of attitudes of an individual em- 
ployee and how these attitudes are influenced 
by the groups to which he belongs, both on 
and off the job. Job satisfaction is the result 
of a man’s total pattern of attitudes. Work- 
ers respond to problems in terms of their own 
attitudes and beliefs, not management's; and 
the foreman who would understand his men's 
behavior must understand something of the 
way their attitudes are formed. “Appraising 
and Building Employee Morale” suggests some 
useful concrete ways for foremen to judge and 
improve morale. For example, the effects on 
morale of induction, training, communication, 
giving of orders, handling grievances, and im- 
posing discipline are discussed. 

“Emotional Maladjustment in Industry” is 
designed to help the foreman identify some of 
the more seriously maladjusted and frustrated 
employees he might encounter, such as the 
neurotic or psychotic, and “Understanding and 
Handling the Problem Employee” deals with 
the more frequently encountered individuals 
who may show signs of rationalization, aggres- 
sion, withdrawal and escape, or worry. 

The book concludes on the note that fore- 
manship is both an art and a science and that 
foremen have constant opportunities for self- 
improvement. The sections of the book on 
motivation, attitudes, and morale should be 
extremely helpful to any foreman; the balance 
of the book will be of special benefit to those 
foremen who would like an understanding of 
psychological terms and the value of the 
psychological approach to daily problems. 
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FOREMAN TRAINING IN A GROWING 
ENTERPRISE. By A. Zaleznik. Division 
of Research, Graduate School of Business 
Administration, Harvard University, Boston, 
1951. 236 pages. $3.50. 


Reviewed by Phil N. Scheid* 


In this book, emphasis is placed on work- 
level foreman development. A report of a re- 
search study conducted by the Division of 
Research, Graduate School of Business Ad- 
ministration, Harvard University, it is some- 
what different from the usual published data 
on the subject of supervisory training in that 
it is not an attempt to “cover the water front” 
but emphasizes the necessity for work-level 
supervisory observation. 

As stated in the abstract, “the scheme of 
the study was simply to look first hand into a 
particular training effort in an expanding 
manufacturing company and to view this effort 
from the point of view of the supervisor as 
reflected in talks with him and observations of 
what happened at work.” Zaleznik’s report 
of this study is subdivided into five parts: 

1. Training meetings. 

2. Interviews with supervisors. 

3. Observations of a foreman at work. 

4. Diagnosis of the foreman's behavior at 

work, 

5. Conclusion. 


The author describes in narrative detail situa- 
tions as they develop between Tony, a typical 
supervisor, and his associates at work. Tony's 
behavior pattern is easily recognizable as that 
of the typical young supervisor in a manufac- 
turing enterprise. As a foreman, Tony has 
responsibilities to himself, his group, and his 
immediate supervisors, as well as to a number 
of “staff specialists” in methods, engineering, 
and inspection. Tony is also a member of a 
training group and, as such, has received in- 
struction in principles of supervision. 

Inevitably Tony’s relations with his associates 
become confused in his mind. It is difficult 
for him to comprehend how he relates each to 
himself and each other and where his primary 
responsibilities lie. Professor Zaleznik’s story 


Pullman- 


* Director : ‘ 
Standard Car Manufacturing Company, Chicago. 


of Training and _ Research, 
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of Tony and his job is a case in support of the 
informal training method. The author points 
out that, “if management personnel and train- 
ing specialists are seeking some reference points 
with which to view their training activities, 
this question is perhaps a workable guide: Is 
training realistic from a supervisor's point of 
view and in relation to his problems at work? 
The only way to develop an answer to this 
problem in a particular organization is to go 
to the work level and to observe what is 
happening.” 

One receives the impression from reading 
Zaleznik’s book that he is a proponent of a 
“back to the production line movement.” 
Originally, supervisory training was conducted 
at the departmental level. Responsible depart- 
ment heads recognized that subordinate leaders 


needed guidance in the principles of human 
relations. The success of these programs led 
companies to organize supervisory training on 
a broader scale. Supervisory training became 
more formal, conferences were developed, and 
supervisors were removed from their work 
situations in order that they might participate 
in discussions of mutual concern. This move- 
ment further progressed to the point where 
multiplant companies developed general super- 
visory development programs. Zaleznik de- 
finitely feels that there is a place for these 
formal supervisory development programs. 
However, he points out that, as industrial 
training expands in scope, it is creating a 
vacuum at the work level. It is this vacuum 
that the author is trying to fill through the 
study he describes. 





Briefer Book Notes 


[Please order books directly from publishers) 








HOW TO USE YOUR TRADE ASSOCIATION. By Walter Mitchell, Jr. Prentice-Hall, Inc., New York, 
1951. 287 pages. $5.25. The author believes that “better trade associations can be a tool of 
major importance in preserving our American way of life” against the inroads of “state-ism,” 
and his book provides a needed guide to making the most of this underestimated management 
tool. He begins by discussing trade association development, appraisal of a particular group, 
and the threefold responsibility of business leadership to the investing public, to workers, and 
to the consumer. Subsequent chapters deal with safeguarding materials and ideas; employee trains 
ing and other personnel problems; service functions; accounting; sales; and public relations—in 
other words, association activities are considered in the same general order in which the related 
problems confront management. Special emphasis is given the “human relations” aspects of 
trade associations, which Mr. Mitchell believes are among the most valuable results of cooperation 
among business men. 


THE ORIGIN AND EXTENT OF STANDARDS IN CLERICAL WORK. By Fred C. Archer. Available from 
author, State Teachers College, St. Cloud, Minn. 1952. 208 pages. $2.00. An investigation 
of the origin and extent of performance standards in clerical occupations. The development of 
standards is traced down to the present day, and in the process, an attempt is made to determine 
major influences and trends. The adequacy and efficiency of existing standards are appraised 
by the author in terms of present needs and principles, and possible opportunities for the im- 
provement of existing standards are indicated. 


ADVERTISING CAMPAIGNS. By Irvin Graham. Harper & Brothers, New York, 1951. 324 pages. 
$5.00. Provides a practical treatment of the advertising campaign as an integrated operation 
in the promotion of sales. Includes basic policies, selection of an agency, the advertising budget, 
selection and use of media, and over-all strategy and conduct. Particularly valuable is the illus- 
trated section presenting eight widely representative and successful campaigns. 


REINSURANCE. By Kenneth R. Thompson. Chilton Company, Philadelphia, 1951. Third edition, 


revised. 423 pages. $10.00. A digest of some aspects of the practice of reinsurance and excess 
insurance, and a legal treatise on the subject. 
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AMERICAN MONETARY POLICY. By E. A. Goldenweiser. A Committee for Economic Development 
Research Study, McGraw-Hill Book Company, Inc., New York, 1951. 391 pages. $4.50. A 
former director of the Division of Research and Statistics, Federal Reserve Board, Dr. Golden- 
weiser here reviews American monetary policy and experience since the establishment of the 
Board. He explains how our central banking system operates and discusses the objectives of 
monetary policy and how we have tried to implement them—successfully or unsuccessfully— 
during a 36-year period embracing a war, a boom, a depression, and a second war. Of special 
significance is the gradual change, traced by the author, from concern primarily for an adequately 
elastic supply of money and bank liquidity to the broader responsibility of contributing to the 
maintenance of economic stability and an expanding economy. 


INDEX NUMBERS. By Bruce D. Mudgett. John Wiley & Sons, Inc., New York, 1951. 135 pages. 
$3.00. As the author points out, index numbers have long been used as tools of economic 
measurement. Since progress in both theory and practice in this field is seemingly related to 
periods of rapid upheaval in price structures, Professor Mudgett'’s contribution to this highly 
technical subject should meet with widespread interest at the present time. Part I of the volume 


deals with “The Measurement of Price and Quantity Change”; Part II describes “Current Con- 
struction Methods and Their Shortcomings.” 





Publications Received 
[Please order directly from publishers] 








FACTORS AFFECTING PRODUCTIVITY 
METAL TRADES. 


IN THE 


HOW TO PREPARE AND USE JOB MANUALS: 
Report III, Metal Trades 


A Handbook for Supervisors. By Marguerite 


Committee, International Labor Organiza- Holbrook Watson. The William-Frederick 
tion, Geneva. Available from International Press, New York, 1952. 38 pages. $1.00. 


Labor Office, 1825 Jefferson Place, Wash- 
ington, D. C. 1952. 116 pages. 75 cents. 


ECONOMIC ASPECTS OF PROLONGED ILLNESS: 
A Discussion by Industry, Labor, Medical and 
Community Representatives. Research Council 
for Economic Security, 111 West Jackson 


ANTITRUST LAW SYMPOSIUM: Proceedings of the 
Fourth Annual Meeting Section on Antitrust 
Law, New York State Bar Association. Com- 
merce Clearing House, Inc., New York 36, 
N. Y., 1952. 175 pages. $2.00. 


Boulevard, Chicago 4, Ill. 1951. 44 pages. LABOUR POLICIES IN THE WEST INDIES. Studies 

$1.00. and Reports, New Series, No. 29. Inter- 
AFL ATTITUDES TOWARD PRODUCTION—1900- = — ay ee? ae 5 oe 

1932. By Jean Trepp McKelvey. Cornell 35. oe : P : 

University, Ithaca, New York, 1952. 148 aor 

gage. 9E.00. THE ROLE OF THE INDIVIDUAL IN MODERN 


TRIPLE AUDIT OF INDUSTRIAL RELATIONS. By RESEARCH: Proceedings of a Panel Discussion 


Dale Yoder, Herbert G. Heneman, Jr., and 


Earl F. Cheit. Industrial Relations Center, 
University of Minnesota, Minneapolis, 
1951. Bulletin 11. 77 pages. $1.00. 


PETROLEUM PRODUCTIVE CAPACITY: A Report 
of the National Petroleum Council, 1952. 
Copies available from Council headquarters, 
601 Commonwealth Building, Washington 
6, D. C. 102 pages. Paper-covered edition 
—single copies, 40 cents. Cloth bound 
edition—single copies, $1.40. Quantity 
prices on request. 
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of the Sixtieth Anniversary Convocation. Drexel 
Institute of Technology, Philadelphia 4, 
Penna., 1951. 12 pages. Gratis. 


HOW TO ESTABLISH AND OPERATE A RETAIL 
STORE. By Preston Robinson and Kenneth 
Brooks Haas. Prentice-Hall, Inc., New 
York, 1952. 435 pages. $6.65. 


THE FATIGUE ALLOWANCE IN INDUSTRIAL TIME 
stuDY. By Matthew A. Payne. Available 
from the author at 1352 Croyden Road, 
Cleveland 24, Ohio. 66 pages. $2.50. 


The Management Review 








—AMA 


MANAGEMENT COURSE 
1952-1953 


Designed with a view to improving executives in present performance 
and preparing them for the assumption of broader authority and respon- 
sibility. 


Intensive instruction and practice in the essential principles, skills, and 
tools of management given by experienced operating executives and 
other management authorities. 












HE AMA Management Course has now graduated its first group. Several hundred 
executives are enrolled and will be completing the full course next fall and winter. 
Those attending hold positions of major responsibility in general management, sales,” 
manufacturing, finance, engineering, accounting, personnel, etc., and represent diversi- 
fied industries and services. Their reactions to the practical value of the course have 
been extremely favorable. 


. 


These are the weekly schedules during 1952 in which AMA members may register 
start Unit One. (A complete 1952-1953 schedule for all units is available upon request. 
September 8-12 October 6-10 
November 17-21 

The AMA Management Course consists of four units of work, each taking one w 
to complete. Registration for the full course is required. The four units may be tak 
in consecutive weeks, or intermittently over a twelve-month period. The fee is at 
rate of $150 per unit—$600 for the full course. 


COURSE SUBJECTS 


UNIT ONE: BASIC PRINCIPLES, SKILLS AND TOOLS OF MANAGEMENT 
Management Aims, Essential Elements, Responsibilities, Philosophies and Creeds; 
Management Defined; Development of Science of Management; A Management 
Formula; Qualifications and Preparation for Management. 


UNIT TWO: PLANNING AND CONTROLLING 
Establishing Objectives, Plans, and Policies; Setting Standards of Performance; 
What to Control; Control Tools; Organizing and Introducing Controls; Using 
Controls. 


UNIT THREE: ORGANIZATION BUILDING 
Its Importance and Place; Relationship to Other Management Problems; Using 
Organization Structure to Manage; Types of Organization; Planning the Struc- 
ture Needed; Describing the Organization; Controlling and Testing the Structure. 
UNIT FOUR: APPRAISING RESULTS AND TAKING ACTION 
Purposes of Appraisal; Types and Ferms; Information Required; What, Who, and 
How to Appraise; Using the Appraisal; Taking Indicated Action; Conference 
Leadership; Executive Interviews. 


For additional information on course content and 1952-1958 schedules, write: 


Director, AMA Management Course, 
Hotel Astor, Times Square, New York, N. Y. 














AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET * NEW YORK 36, N. Y. 
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BOARD OF DIRECTORS 
AMERICAN MANAGEMENT ASSOCIATION, INC. 


OFFICERS 
of the Board—Joun M. Hancock, Partner, Lehman Brothers, New Y N. Y¥. 
of Executive Committee—Don G. Mircue.t, President, Sylvania = Electric Products, Inc., 


New York, N. Y. 
Leica Rea cones ag Mappven,* Second Vice President, Metropolitan Life Insurance Company, New York, 


President—Lawrzence A. Arriey, 330 West 42nd Street, New York, N. Y. 
Administrative Vice President and Secretary—James O. Rice, 330 West 42nd Street, New York, N. Y. 


Vice Presidents in Charge of Divisions 


General Management—James D. Wis, President, Bigelow-Sanford Carpet Company, Inc., New York, N 
bu Wi , aoa L. H. Burx, Director of Industrial Relations, Pittsburgh PPlate Glass Company, bine. 
r ‘enna. 
in ement—K. B. Wiiiett, Vice President, Hardware Mutuals, Stevens Point, Wisc. 
Packaging oun A. Warren, Packaging Consultant, American Home. Products Corporation, New York, 


Wy, Sesh P. Steere, Vice President, Benjam’n Electric Manufacturing Company, Des Plaines, 


Marketing—A. L. Nicxerson,* Vice President in Charge of Foreign Operations, Socony-Vacuum Oil Com- 
pany, Inc., New York, N. Y. 

Finance—Josera M. Frrepitanver, Financial Vice President, Jewel Tea Company, Inc., Barrington, II. 

Insurance—Pavut H. Scuinvier, Manager, Insurance Department, The Youngstown Sheet and Tube Company, 
Youngstown, Ohio. 


Past Chairman of the Board 
W. L. Bart, Chief, ECA Mission to United Kingdom, London, England. 


Past Presidents 
Atvin E. Faro rscoeta, 


L. Sw Stevenson, Jordan & Harrison, New York, ¥, 
S. Cuinc, ng eae Federal Mediation and Conciliation Service, °F ) 
W. J. Granam, Vice Broctdet, The Equitable Life Assurance Society of the United States, New York, N. Y. 


DIRECTORS 


Term Ending 1953 


Roy A. Bravt, Vice President—Sales, The Ma Newton, Iowa. 
Lyman B. Bratnerp, President, The Hartf Steam prong Inspection and Insurance Company, Hartford, 


Harnotp V. Cozs,* Retired Vice President, Ford, Bacon & Davis, Inc., New York, N. Y. 
E. . Comannos, Manager, Policyholders’ Service Bureau, Metropolitan Life Insurance Company, New 
or’ 
Keita S. McHuocu,* President, New York Telephone Company, New York, N. Y. 
Ames J. Nance, President, Packard Motor Car Company, Detroit, Mich. 
1rzur H. Norton, President, R. M. Hellinagbend Corp. Camden, N. J. 
James L. Parmer, President, Marshall | Field & Company, Chicago, I 1. 
Eart M. Ricuanps,* Vice President in Charge of Planning & , ae Republic Steel Corporation, 


0. 
Erwin H. Scuetr,* Department of Business and Engineering Administration, Massachusetts Institute of 
Technology, Cambridge, Mass. 


Ps 


Term Ending 1954 


L. M. Casstpy, Chairman of the Board, Johns-Manville Corporation, New York, N. Y. 
Joun C. Tenens, Vice President and General Manager, United Gas apg Texas Distribution Divi- 
Houston, Texas. 

Curtis Gacsr, Vice President, General Foods Cospucetion, New York, N. 
Russeu B. GALLAGHER, Manager, Insurance Department, Philco Corporation, Philadelphia, Penna. 
Faepericx B. HeIrKam?, Vice President, Daystrom, Inc., mea | ee 
oun H. MacDonatp, Rogers, Slade & Hill, New York, N. 

wor S. McKzz, Vice P: resident—W orks Manager, "ateiom “Inc. .» Meadville, Penna. i 
Wiiiiam C. MuLienporz, Presiden #, Southern California Edison Company, Los Angeles, me. 
Keira Pow .ison, Vice President and Controller, Armstrong Cork Company, Lancaster, Pen 
A. A. Stramsuavecn,* Chairman of the Board, The Standard Oil Company COhio), Cleveland, "Ohio. 


Term Ending 1955 


Joun E. Bassir1, President, American Enka Corporation, New York, N. Y. 

CHARLES ‘ Breskin, President, Breskin Publications, New York, N. Y. 

WILLIAM Caries, President, Inland Steel Container Co., Chicago, In. 

RIcHARD beMorn President, SKF Industries, Inc., Philadelphia Penna. 

Artuur S. FLEMMING, President, oe. ———, p haoegg, > ‘Tisoumn, _ 

Grenvitite R. Houpen,* President, a a7 Hu mai, | gama N 

Harvey P. Hoop, President, & Sern, Bo 

Ermer L. LinpsetH, President, A Civic Seog Ya li Co., Cleveland, Ohio. 
Rosert L. MINCKLER, President, General Petroleum Corporation, Los Angeles, Calif. 
CLoup Wampter, President, Carrier Corporation, Syracuse, 


* Member of Executive Committee. 





